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PREFACE. 



IF the flrange difcordance of opinions^ which 
has lately been manifefted on the report of 
the Bullion Committee, affords a l^tmentable 
evidence how little the true principles of 
Political Economy are underftood in this coun- 
try, the uncommon intereft which the con- 
troverfy has excited feems however to war- 
rant the hope that the attempt to render the 
fcience more acceffible will not be deemed 
altogether unworthy of public approbation. 

It is particularly for thofe to whom rank or 
fortune hold out the noble proQ)e£t of being 
one day called to legiflate for their fellow- 
iubje£l;s, that I have cbndenfed the elements 
of a fcience on which fo great a ihare of 
human happinefs depends, and which^ on 
that account, can never be thought repulfive 
by thofe who feel interefted in the welfare of 
their tjountry. 

I lay no claim to either originality or inven- 
tion. My work is merely a compilation, 
founded partly upon Profeflbr Jacob's text 
book for German univerfities% and partly 

* * Gfundfaetze der Naiiwal Oecouomle* HaUe» 1805. 
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upon additional notes of my own. To make 
acknowledgments to the authors of the nume* 
rous publications which, within liiefe lad thirty 
years, have appeared here and on the conti-* 
nent, upon fubje6ts connected with political 
economy, is impoifible. There is, hqwever, a 
juftly celebrated periodical work, to which 
I am indebted for fome valuable pages^ 
Among its many excdlencies, the Edinburgh 
Review has the undifputed merit of having 
repeatedly directed public attention to the 
moft important tenets of Political Economy^ 
with the irrefiflible eloquence of truth, and 
a peculiar felicity of illuflration* 

I muft alfo repeat the obfervation with 
which I prefaced my essay on the study of 
STATISTICS*, that my work has ddignedly 
not been fubmitted to the inQ>edLion of any 
corre6ting friend; not from any fiiggeftion 
of vanity, but becaufe, as a naturalized Eng- 
liihman, I have to encounter a ilrong pre- 
fumption that an imperfeS; acquaintance 
with the language of my adopted country 
renders me inadequate to the taiflk of deliver^ 
ing either publici or private lectures. 

Oral inftmdlion,. in any but experimental 
Sciences which have the attraction of a coitly 

* Printed for H. Colburn. Loadon, 1807. 
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spparatUBib iff in general, too smch under- 
viJued. I ajiow that men of fuperior minds 
may, in the folitude of their clofet, derive 
more benefit from the valuable treatifes which 
abound on every fubjeS; of learning, than 
from the le£fcures of a profeflbr : but indepen- 
dent of the confi^eration that " the hour 
^* of the lecture enforces attendance ; atten* 
" tion is fixed by the prefence and voice of 
** the teacher ; tihie moft idle will carry fome- 
^^ thing away, and the more diligent will 
^^ compare tbe inflru&ions which they have 
** heard with tlie volumes which they peruie 
*^ in their chamber • ;" it is not every candi« . 
date for a feat in legiflative aflemblies that is 
p^Iefled of a fuperior underftanding. 

Private ledlures have, undoubtedly, the 
advantage of. being more certain in their 
efieSts. They may be adapted with more 
difcrimination to the reach of the ftudent. 
Ever^r fubjeA on which he wants more parti* 
cular information, may be more extenfively 
difcufled ; the focratical method of improving 
the mind revived ; and folid inilru3ion con- 
veyed by means of familiar converiation, 
Roufed from the dull uniformity of his own 
refle6fcions, the ftudent is forced to obferve, 

* GMonU Mmwrit by Lord Sheffield. VoL L p. 36. 
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to compare, and to judge ; and irom this invi* 
gorating exercife of its powers, his under- 
ftanding infallibly gains additional ftrength. 
He acquires befides, that readinefs of expreC- 
fion which is fo eminently ufefid in public 
fituations. " Converfation,** feys Bacon, 
*^ makes a ready man.** But is it from the 
converfation which takes place in the bufy 
haunts of men, or in the gay circles of fafliion, 
that this benefit is to be expelled ? Is it not 
more furely obtained by converfing with thole 
who will lend an attentive ear to our obferva- 
tions, and who are prepared for the fubjedfc 
to be difcufled ? 

There is, unfortunately, a formidable pre- 
judice prevailing againft Political Economy, 
becaufe it is generally taken in its moft exten- 
five fenfe, as the knowledge of the means beii 
calculated to produce the greateft fum of 
happinefs in a nation ; and as far as thefe 
means depend more particularly on the civfl, 
religious, and military inftitutions of the ftate, 
and on the connection of the community with 
<>ther nations, it certainly comprizes Politics, 
or the aggregate of the principles which 
ought to direct the conduct of governments 
towards the people over whom they rule, and 
towards other nations. But are thefe prin- 
ciples never to be taught in a free country, 
3 becaufe 
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becaufe they may now and then happen to 
run counter to the favourite maxims of men in 
power ? It is, however, to Political Economy, 
in its more reftrifted fenfe, or, as the Germans 
have recently begun to call it, to national 
economy, as far as it invefligates the means 
of providing a plentiful national income, that 
the prefent elementary treatife is confined. 
My ambition will be amply gratified, if my 
compilation be pronounced anuieful introduc- 
tion to the ftandard treatife of Adam Smth. 



Brompton Road, 
June ifty i8ii. 
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INTRODirCTION. 



THE rich and endlefs variety of objefls 
by which man is furrounded in thia 
world; his manifold enjoyments ; the grati- 
ficatipn which he derives from tJbe prpgreffive 
j^xpanfioiii of his mind andfrom^he.l^^pf^volen^ 
feelings, pf J his heart j e^veigr jthing in and 
jM*ftHind l^inj:^ t^nds. to impr^ls hi^ vfith the 
ipheering iCpnyiiSlion that the end^f,hi3 being 
is happinei^ But experience fop^, teaches 
him that ipoft qf the agreeabl^4enfations^ the 
multiplicity and intenfity of which conftitute 
happinefS) arife from a regular fiipply of the 
neceflaries and comforts of life, and from 
the complete fecurity with which they are 
enjoyed. 

B The 



2 INTEODUCTION. 

The happineis of a nation reils upon the 
iame conditions as the happineis of an indi- 
vidual. It is proportionate to the command 
over the means of gratification and to the 
fecurity with which they are enjoyed. The' 
totality of the means of gratification or means 
of fupplying the wants of every individual 
member of a nation, is called the national 
incMie i and it is the furplus of this income 
above the a6fcual expenditure of the nation 
which conftitutes the rveaJfh of a nation. 

FoUtkal economy is the knowledge of the 
means by which nations are beft enabled to 
provide a plentiful income for themfelves» It 
refers folely to the nature and eaufes of die 
wealth of nations. Locke^ Btfliop Ber^keley^ 
DaxHd Hume^ Sir James Steuarty snd others 
who difleminated the firft principles of politi* 
cal ecohomy in England, blended them nl^th 
fubjefts relative to politics, pcAicBf and 
finances. It was only in the year 1776 that 
the nature and eaufes of the wealth of nations 
were fblly and ably developed in the immortal 
work of Adam Smithy the firft treatife of 
political economy which fteers clear of politics, 
and the firft in which the national income and 
national expenditure are carefully diftin- 
guifhed from the revenue and expenfes of 
the ftaie. 

As 
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As the elements of political economy em- 
brace the nature and origin of the wealth of 
nations^ its increafe, its mod advantageous 
diftribution^ and its moft profitable confump* 
tion, the introdu£tion to the ftudy of political 
economy is neceflarily divided into four 
books, of which the firft ftiows how the 
wealth of nations is produced ; the fecond, 
how it is increafed; the third, how it is 
diftributed ; and the fourth and lad, how it is 
confumed. 
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BOOK I. 

t>f tHE NATUKE AND- ORIGIN OF TttE W&AjLf H 

Of nations* 

CHAPTER I. 

i)fthe Nature of Wealth in general. 

*nr^HE aggregate of the external or tangible 
-*- ufeful things belonging to an individual 
confUtute hh property* As property, in the 
ipetaphyfical fenfe of the Word,is the power 
t>f producing certain effeS^s, fo in the econo- 
mical fenfe it may be (aid to be the power of 
fupplying wtots and miniflering to enjoy- 
ments. Though perfbns may produce the 
means of fatisfying our waats, or contribute 
to our comforts and enhance our enjoymen[te^ 
they yet form no component part of property* 
They are not things. Bat whatever e^ 
ferves to fupply any of the wants of man pr 
miniflers to his comforts ^and pleafure^ whe- 
ther it be raw produce, a manufactured 
article, money, labour, or perfonal fervices 
of any kind^ forms a component part of prOf 
perty and is comprized under the general 
denomination of a commodity^ Property 
B 3 there- 



6 OF THE l^TURE OF B.I, 

therefore may be defined the aggregate of 
the commodities belonging to an individual. 

As the wants of man regard either the mere 
fupport of life, the gratification of his eafe and 
convenience, or the heightening and refining 
of his enjoyments, the fupply of thefe wapts is 
either neceflary, convenient, or delightful, and 
the objefls by which they are fupplied are ac- 
cordingly called neceffixriesj comforts j or lux* 
ttries. That extent of property which is a 
conft9nt fource of fupply to all the three forts 
of wants, is denominated wealth. Its com* 
ponent parts vary^ of courfe, with the defires 
of th6 individuals by whom it is poflefled. 

Commodities accefiible to every niember of 
the compiunity are comm&n or public property; 
thoib which belong to one individual or to a 
few individuals exclufively, are private pro* 
perty. It is the aggregate of all the property 
belonging to a nation colle6tively and to every 
one of its members individually, which con- 
ilitutes the wealth of that nation. Every com- 
Biodity extant in a countiy, whether it be 
public or private property, is a component 
part of national wealth. 

But the component parts of wealth in gene- 
ral have different degrees of utility, good- 
nefi, merit, or value. The value of a com- 
modity is determined either by the kind of 

want 



CH.I. WEALTH IN OEVERAL. J 

want which it fupplies^ and the degree in 
which it is neceflkry,* or by the number and 
fort of ufeful things which may be obtained 
for it in exchange. One is its intrinfic, real 
value, value in ufe ; the other its exchange- 
able value. Or in other words, one is its 
abfolute value ; the other its comparative or 
relative value. One depends entirely on the 
nature of the commodity itfelf, and is unin- 
fluenced either by its quantity and the demand 
for it, or by the quantity of, and demand 
for any other commodities. Relative or ex- 
changeable value fuppofes that an operation 
of barter renders it.neceflary to compare one 
commodity or a portion of it, with another, 
or the portion of another commodity ; and 
this comparifon always depends on the pro- 
portion between the fupply of and the demand 
for both commodities. Water, for inflance, 
has great value in ufe, but commonly it has 
no value in exchange, that is to fay, nothing 
can be obtained for it in purchafe. During a 
iiege, as lately at Cadiz, or during an uncom* 
monly dry feaibn in particular fituations, 
fuch as Heligoland for inflance, it may how- 
ever acquire a high exchangeable value. On 
the other hand a diamond has little or no 
value in ufe, but great value in exchange. 
• B 4 Every 
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Every obje6l which has an exchangeable 
value generally poflefles fome real value : but 
it does not follow that whatever has a real 
value pofTeifes an exchangeable value^ 
Many things of eminent real value, as water, 
may commonly be had for nothing. Ex-* 
changeable value is evidently a fecondary 
confideration. It depends on the circum- 
fiance that fome individuals are wanting what 
others are poflefled of; it is a confequence 
of the unequal diftribution of wealth. If 
all neceflary or defirable commodities were 
all at once multiplied beyond the litmoft 
wants of our whole fpecics, all barter would 
ceafe, and the idea of exchangeable, relative^ 
or comparative value would be no more : but 
it would not follow that all commodities 
exiiling in an indefinite quantity would be 
equally valuable, becaufe equally abundant. 
Grain and meat from their value in ufe would 
flill be more valuable than rubies or dia« 
monds. Indeed fuch c(mimodities as derive 
nearly their whdie value from their extreme 
fcarcity, if they were equally multiplied with 
ufefiil commodities, would ceafe to be prized, 
while grain and meat would continue to be 
valuable, becaufe they woul4 retain their 
power of fupporting life. ,^ 

Wealth , 
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Wealth confiils chiefly in an aggregate of 
commodities that have an exchangeable value. 
The greater the' number of ufeful things that 
may be obtained in exchange for thofe com- 
tnodities, or the larger the quantity of wants 
which they fupply, the greater the wealth. 

The component parts of wealth iiiay be 
&id to confift in, id, the ufeful productions of 
the fpa, moil of which cannot be prociifed in 
any confiderable quantity without the help of 
human labour ; 2d, the ufeful and ornamental 
works produced by the hands of men ; and 
3d, the external fources from which both 
kinds of productions or commodities are 
derived* 
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CHAP. 11. 

Of the Caufes of the Wealth qf Nations. 

NATURE and labour are the joint fources 
of the elements of wealth, or the fources 
from which all ufeful things are ultimately de« 
rived. Some, commodities may be obtained 
from the ground without much trouble or 
pain ; others, and the moil numerous by far, 
are obtained by dint of labour only, or can 
be acquired only by a few. 

Nature may be confidered as external and 
internal. External nature is the fame with 
the producing powers of the earth ; internal 
nature the* fame with the mental powers of 
man by which he dire6i;s his bodily exertions. 
They might both be regarded as fources of 
wealth : but to obtain any raw produce from 
the foil; to increafe and to improve fuch 
produce; or to give it proper forms and 
fliapes in order to fit it for the ufe of man ; 
external and internal nature require alike 
the ailiilance of the bodily labour of man. 
Hence mod ufeful things or commodities 
may be pronounced to be the joint produc- 
tions of nature and labour. 

Land^ 
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CR.n. THB WEiXTH OF NATIONS. Xjl 

Land, earth, ground or foil, on account of 
its producing powers, is not only a fource, 
but alio an element of wealth, while man, 
unlefs he be a (lave, never is confidered as an 
dement of that wealth of which his mental 
and bodily faculties, and his induftry or the 
aftual exertion of his powers, are a joint 
caufe* His fervices and labours poffeis how* 
ever an exchangeable value, and his abilities, 
knowledge and induftry, though not com* 
prized in any faleable ftock, conilitute ma- 
terial ingredients in the wealth of nations. 

But no man will exert his powers ; none 
will apply his abilities, knowledge and in« 
duflry, to cultivate a tra£fc of ground, to ere£i; 
buildings on a Q)ot, or colledt a dock of 
ufefol things, if he be not previoufly certain 
that he is exclufively to poflefs the produce 
of the ground which he has fown, the build* 
ings which he has erected, or the commoi> 
dities which he has collected. Wherever 
man enjoys the iatisfa6tory proQ>e6l of reap- 
ing and pofleffing in fecurity the fruits of hb 
labour, his exertions conftantly tend to im« 
prove his condition. It is the abfblute cer- 
tainty of being left in the updifturbed pof- 
ieffion of what he acquires which ftimulates 
him to labour. 

4 , Indi- 
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Individaal intereft is the main fp^ingfoi' 
a£):ivity in the field of human induftry. The 
right of property muft therefore be acknow- 
ledged and prote6i;ed before a nation can 
make any fenfible progrefi on the road tx> 
wealth. Every individual member of the 
community muft be capable of acquiring, and 
at liberty to ufe as he likes, whatever he may 
have acquired* It is only in countries where 
every one is certain fecurely to keep and 
freely to enjoy what he has gained by his 
exertions, that the defire of acquiring or col-» 
le&ing a ftock df commoditiies can become 
general (a). An inviolable reipe6fc for the 
right of property conftitutes, befides, one of 
the elements of univerfal morality, under 
whatever form of goverment men may be 
united (b)* 

The operation of individual intereft, which 
is fo eminently conducive to the welfare of 

{a) The effeds of the full fecurity of property on the 
whole frame of fociety are illuftrated by an eloquent con- 
traft of the condition of the Turkiih Empire^ with the con- 
ditjon of the United States of America in Jeremy Betubam*% 
Traite de Legtjlatlon Civile et Penale. Paris, i8p2. Tomcii. 
Chap. X. page 4.3. 

• (b) De P Unite en PoRtique et en LegiJlaHon^ /uhfi tPmi 
Effmfur le Droit de Propriete^ confidire evmme FMudement de 
tout Govemement et de toute Le^JlaHon^ par le Citoyen SedilUv^ 
Membre du Tribunat. Paris, iSoa* 

a eom« 
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a coHununity, and tath^ happinefs of ltd iridic 
vidual membNers, forms alfo the bafis on whiqh 
the rights of property itj land or. landed pro^ 
petty are founded, It is by this appropriatioa 
of the foil that individual intereil can be moft 
efife6fcually .applied to . extra^ the meabs of 
human enjoyment from the ground (c). 

Inevery civilised flate property is prqte^ed 
by a. government invefted with adequate 
po)ver to prevent, reprefi, and punifh every 
attempt at violating or invading public and 
privaite property. The right of property and 
» prote^ing . government are two effential 
eonc^ions lyithoiit which no nation, c^ti arrive 
at any confiderable degree of profperity ox 
any fenfible increafe of wealth. And this 
ipcreafe. is iiepeffarily proportionate to thei 
gopdnefs of the government, and. to the^UM^ 
of liberty left to the governed in the purfiiit 
*ff tiieir individual iijterefts (cQ. Every indi- 
vidual 

* (f ) IdentUe duPInieret genSraf anxc Tinterit Indivtduel ; 
Mf ia Hire ABion de Plnterit indivtduel efi la vraie Source dee 
'Riehefee dee Nations^ par Don Gaffard Mekbidr Jovellanoe ; 
8t. Petserfbourgy 1806 ; which work is ably reviewed in the 
Edinburgh Review for April 1809. 

(d) ** L'effet n6ceflaire d*une conftitution libre eft de 
** tendre fans cefle k tout ordonner, en elle et hors d^eHr, 
*^ pour Pinterdtde Pefpice humaine: Peffet n^ceffaire d'un 
f* gouvemement arbitraire eft de tendre fans cefle a tout 

w ordon- 
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vidnal in the lUktioii mull be permitted to 
di%>fe of his property in the manner moft 
agreeable to himfelf» The liberty of alien* 
ating and exchanging is of paramount im<» 
portance with the protection of property. It 
is with the fole view of an advantageous 
exchange that men are anxious to procure 
ik lurplus of commodities. The perpetuity of 
inheritance without the power of alieniktion^ 
which the law fan3;ion8 in fome countries^ it 
the fource of lerious evils (e). The greater 
the latitude left to the free will of proprietor 
in the diipoial df their property^ the more 
powerful is the ftimulus to acquire. Henc^ 



« ordonner, en lui et hon de Iui| pour l'int6rdt particulier de 
^ ceux qui gouvernent/' Talleyrandt Memoire fur let 
RihOuni CommerciaUw du EtaU Vkis, 8cc. Londres. 
Dcboffc^ i8o8. Pii«e3s» 

(e) Frafeffitr Dugaid Stewart has remaii^ed that if the 
inordinate accumulation of wealth in the hands of individualft 
which is every where met with in modem Europe were 
gradually diminifhed by aboliihing the law of entails^ and by 
eftablifliing a per&A freedom of commerce and induftryi it 
is almoft felf-evident that this fimple alteration in the order «( 
fociety, an alteration which has often been demonftrat^ tO 
be the moft e£Fe&ual and moft inMible meafure for prb^ 
moting the population and wealth of a country, would con«- 
tribute more^ than all the labours of moralsfts to fecure the 
virtue and happinefs of all the dafles of mankind. 

ElmtHtt rftbe Pbilofapby afthe HwMn ilfW. 
4tD. 1792. Fageajfi. 

the 
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the laws of moft civilized ftates authorize a 
proprietor to regulate the manner in which 
his property is to be diftributed after his 
death and enforce the ilri£i; execution of his 
will as it is exprefled in his well authenticated 
teftamentary difpolitions. If he dies without 
leaving fuch teflamentary diipofitions behind, 
the fame laws regulate the claims of his neareft 
relations as fuccelTors to his property in the 
manner moft generally congenial to the wifliei 
of mankind (^). 

(^) ^ Le drat de propri^t^ ainfi garanti par ime bonne 
** l^^adon eft pour I'bomme focial ime efpece de cr6ition 
^ qui agrandit fon 6tre de tous les objets avec lefquels 3 
^ fldentifie. Sans elle point d'induftriey point de richefle 
^ publique ni priTie ; c'eft a fon pzeftige que nouft devona 
** tout ce qu'il y a de grand et de beau dana le monde*** 
SiiSlkz. Eflai fur le Droit de Prapri6t^ page 103* 
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CHAP. lit 

Of Land cmpdered as a Source of Wealth. 
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^EXT to the right of property, which is 

even acknowledged among fome wander* 

:^; ing tribes, agricultiue and fixed habitationa 

^ : . are the principal fes^turQS in the characteriftiQ 

of civilized nations. Each iiation has poA 

fefled itfelf exclufively of fome portion of the 

] globe which it spprc^riates to general fervices 

I or to the private ufe of its members. Such a 

]^ portion of the globe pofTelTed by one nation 

*A exclufively is called the country or the land 

} of that nation. 

The natural advantages of a country have 
a very powerful influence upon the origin 
and increafe of its wealth. They confifl 
chiefly in a favourable fituation, climate, and 
foil, and in eaiy communications by land and 
water. 

The degrees of latitude and longitude, or 
its diflance from the equator towards the 
north or fouth pole, and from a certain given 
point on the globe towards the eaft or 
weft, determine the fituation of a country* 
Wherever it labours under great difadvantages^ 

- it. 
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it obftrufts the welfare of a country. Sweden, 
before the late revolutions, was almofl as large 
as France: yet from its Situation to the North 
of Europe, its progrels on the road to wealth 
has been infinitely more flow. Holland owed 
its ancient commerical pre-eminence and 
aftonifhing profperity to its fituation in the 
centre of Europe ; and it is from its infular 
fituation between Europe and America, that 
Great-Britain derives part of its wealth, its 
flrength, its fecurity, and perhaps alfo fome 
of the political advantages which it enjoys. 

The influence of a favourable climate and 
temperature upon the number of the wants 
of man, upon the phyfical perfe6lion of the 
brute creation, and upon the luxuriancy of 
the vegetable kingdom, cannot be denied. 
Would England be what it is, if it had the 
climate of Lapland? Is not the want of 
raiment, fuel, and dwelling, real mifery to 
the inhabitant of Sweden, while the Laza- 
rone at Naples fleeps in the open air, bafks 
in the fun, and feels no want but that of 
food (A)? 

{h) Montefquiiu in tke fourteentti and feventeentb Bbokt 
of lu8 Efprit def Loin has rather overrated the mfluence of 
dknate' upon the charaAer and laws of nations. Folney haa 
Xtfggefted many well founded objections againft his remarkst 

c Soa 
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Sofl varies according to the principal in* 
gredients of which it is compofed. It cannot 
be indifferent to a country whether it be 
good, middling, or bad. The induftry of 
man may however fupply fome of its defers, 
and countries which at firft afforded no pro* 
miQng appearances of fertility, and required 
uncommon labour in the management of the 
foil have proved in time extremely flourifti- 
ing. Even England produced originally 
nothing but floes. Yet the fuperior advantages 
of a good foil remain undilputed. The toils 
of the moil indefatigable and moft intelligent 
Englifh farmer would avail little in the fandy 
plains of Arabia. 

Natiu'al means of eaiy communication are 
alfo a circumftance powerfully conducive to 
the prolJ)erity of a country. It is from the 
facility of communications by land and water 
between the diflferent parts of a country with 
each other, and with other countries, that 
agriculture and commerce derive the greateft 
advantages. The tranlport of the produce 
of the ground deftined for the fuflenance of 
man, and of the prime materials upon which 
the manufacturer bellows his labour, pro- 
duces nothing oflenfible in itfelf : but by 
affording an opportunity to exchange the 

manu- 
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mapuik^lured againft the raw produce of the 
moil diflant parts, it offers an additional in- 
centive to induflry, and increafes the means 
of enjoyment (i). 

Were a country ever fo highly favoured 
by nature with regard to fituation, climate, 
foil, and the means of communicati6n, it, yet 
could not maintain any confiderable number 
of inhabitants in any degree of comfort, 
without fome labour being beflowed upon 
the improvement and multiplication of its 
prodii^ons. But labour is never effe^ually 
applied to the cultivation of the foil in 
countries, where the land is not parcelled out 
in different lots and converted into private 
property. In the greateft part of the Afiatic 
continent every portion of cultivated foil 
belongs to the Emperor or Prince (A:) ; there 
is no land converted into private property^ 

{f ) In confequence of a new foad and the fpirit of in- 
doftry wl^ch it produced^ a traft of 261OOO acres on the 
way from Bath to Boroughbridge in Somerfetfliire has been 
^mined, cultivated, and raifed in rent from five to forty-fiye 
ihiDings an acre. A Tour through Cornwall in the Autumn 
of 1 8o8> by the Rev. Richard Warner of Bath, 8to. Londo^n, 
Wilkie and {lobinfon. 1809. 

(i) Montefquteu^ in hit EJ^ des Loix, Book XIV. 
cha^. 6. £iyt : ** Lea loix des Indes qui donnent les terres 
^ aux Princes, et 6tent aux particulierd Pefprit de propri^^y 
^ augmentent les mauvais effets du climat, c'efE a dire, la 
^. parefie naturelle.'' 

C % arid 
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and it is to this want of landed proper^ 
that we ought to afcribe the want of in- 
dullry of its inhabitants, rather than to ita^ 
hot climate. 

In highly civilized countries few parts of 
the ground are retained for general ufe : it 
is moftly parcelled out among the inhabi- 
tants, becaufe it is by this right of property 
in the land, that the foil is moil advanta- 
geoufly made ufe of for the benefit of the 
whole community. And as land yields the 
prime matters of all ufeful things or commo- 
dities, like food^ clothing, dwelling, &c., the 
means of fuppljring the mod neceflary wants 
of men are a6lually in the power of the 
land-owners. But if they have more land 
than they are able or willing to cultivate, 
they cannot do without the labour of others. 
The raw produce of their foil is, befides, 
infufficient to fupply all their wants, e^ecially 
when the country is in a high ftate of civili- 
zation. To live happy they require the 
help of thofe who convert their raw ma- 
terials into ufeful fliapes, or who may render 
them agreeable perfonal fervices ; and they 
willingly grant to either a part of the fur- 
plus of their raw produce, as a compenfa^ 
tion for their ailiilance. 

Land 
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Land is a fource of wealth, through nature 
or through its own producing powers, as w«U 
as through the labour beilowed upon its cul- 
tivation. This labour may improve the foil 
in fuch a manner that the artificial fertility 
^ven to the ground continues for a confi- 
derable period of time, and is at length 
cpnfidered as a natural quality^ infeparable 
irom or inherent in the ground. To fix the 
precife fiiare which the original powers of 
the foil, and the labour beftowed upon it, 
have in the annual produce of the ground^ 
is impoflible. Land is in fome degree a 
capital, and rent a profit derived from that 
capital. 

As land yields the principal elements of 
wealth, and is the condition without which 
they cannot be produced, it contributes in 
itfelf to wealth, more or lefs abundantly, 
according to the natural fertility or goodnefs 
of the foil, or tlie variety, quantity and qua- 
lity of its produfilions. But though one 
parcel of land may contribute more to the 
wealth of a nation than another, and though 
all foils require the affifi^ance of more or leis 
labour, land is yet every where both a fource 
and a component part of wealth, whilft 
labour is only a fource or caufe, and no 
(cromponent part of wealth. It is an a£lion, 
c 2 an 
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an operation, not a thing. The fubjeffc that 
peFforms this operation is a periS)n, and pei^ 
fons as has been obferved before cannot, I^ 
things, be coimted among the component 
parts of wealth* 
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CHAP. IV. 
Of Labour. 

LABOUR is any employment) occupation, 
exertion of mental and bodily powers 
combined, or even of bodily ftrength only, 
which has for its obje6t to produce fomething 
ufeful (a). It is abfolutely necdTary to fup- 

(ii) Mr. Perotif who faikd on a toyage of Difcovery with 
Captains Baudin and Hamelin in the French Ships Le 
G6ographe and Le Naturalifte, during theyeafs iSoo^ iSoi, 
1802, 1803, and 1 8041 gives in the firft Tolume of his Voyage 
di Decouvertes mix Terrcs Aufiraksy Paris i8o7» an account 
of fome experiments made by him with a new inftrument in- 
Tented by Regnier which he calls a Dynamometer, for the pur- 
pofe of afcertaining the comparative ftrength which individuals 
are capable of exciting. He found the inhabitants of Van 
Diemen's Land capable of a manual force equal to. - 50,6 

Thofe of new Holland - 51,8 

Timor or Amboyna ------ - -58,7 

Prenchmen -- ------- • - 69,2 

Engliihmen -- ...---.. - - 71^, 
The idea had been thrown out by Mr. Coulomb, in a memoir 
prefented to the National InfUtute of France, which had for ita 
objeffc the afcertaining the quantity of daily adion which men 
are able to fiimiih by individual labour according to the dif- 
ferent mode in which they employ their ftrength. But inde- 
pendent of climate, food, and ftature, many political and moral 
circumftances, and the dexterity acquired from habit, muft 
alio be taken into confideratioa 

, c 4 ply 
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ply the wants of man, and is applicable to 
Land and Capital ; it renders both ufeful or 
increafes their utility. 

A daily fuftenance to prolong our exiilence^ 
and in mofl climates raiment^ fhelter, andfuel„ 
conftitute wants of the firft neceffity, or the 
neceflaries of life. Nature ftrongly impels 
man to defire whatever he confiders as proper 
to fupply thefe wants. But a regular fupply 
of the neceflaries of life, though the bafis^ 
is yet an inconfiderable part of the edifice of 
human happinefs. The love of convenience, 
comfort, and pleafure, requires an extenfive 
fuperftrufture, and the wants which the pro- 
grefs of civilization introduces are far more 
numerous than thofe of the firft neceffity. 
Artificial and natural wants combined are the 
principal inducements to labour. 

The fupply of human wants occafionmg a 
rapid confumption of commodities, the latter 
muft be continually renovated as thofe wants 
are continually returning. Nature is infuffici- 
ent to fumifh a conftant, regular, and adequate 
fupply, and as labour alone increafes and 
improves the fruits of the foil, and gives ufe- 
ful forms and fliapes to its raw produce, labour 
is alike neceflary to our exiftence and indif* 
penfable to our happinels. But labour in it- 
felf has little attra£tic^ , |t is the confc^ouf- 

nefa 
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nefs of their wants combined with the confi- 
deration that labour affords the means of fup- 
pl3dng them, which ftimulates men to labour. 

When few people live difperfed on an exten- 
five fpace of ground, as in the iavage ftate, and 
eafily obtain the neceffaries of life from a 
favourable foil, their fcanty fupport requires 
little labour. The ipontaneous productions 
of nature are foon gathered, and every one 
providing only for his own wants, the property 
acquired is fo finall that it can hardly pur« 
chafe the produce of the labour of any other 
individual. Befides, as all procure nearly the 
fame commodities by their labour, there is 
fcarcely any room for exchanges. But when 
the ipontaneous productions of the earth are 
no longer fufficient for the maintenance of an 
ancreafed population, men are forced to gain 
from the foil by means of regular labour a 
greater produce than it would yield of itfelf. 
Parcels of land from which any kind of food 
is obtained increafe in value, and thofe who 
wilh to fliare in the fupply which they afford, 
muft either affift in the cultivation of the 
ground, or manufacture other ufeful things to 
be exchanged againft the landowners' furplus 
of agricultural produce. 

Lai^downers have no other motive for gain-i 
^ng a iiuplus of raw produce from their lands, 

thaq 
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iihan to {nrocure other commodities or perfonal 
&rvices calculated to increafe their comf<Mrts« 
And wherever property is proted;ed, thofe 
who are without either land or a flock of pro- 
vifions, have no other means of obtaining food 
or any other produce of the foil than by affift- 
ing landowners in the cultivation of their 
ground, coiiverting fbme of its raw produce 
into ufeful forms and (hzpeSy or rendering 
any other perfimal fervices. Thus labour 
foon becomes the regular medium of 
fupply. The greater the quantum of uieful 
labour performed by the members of a nation, 
the greater and the more complete is their 
fupply. Labour is truly the origin and fource 
of wealth : but it is in no fenfe of the word 
^wealth itfelf. 

As foon as a community advances in civili* 
nation, no individual provides by himfelf for 
all his wants. A reciprocal interchange of 
labour takes place. The defirable produce of 
the labour of one individual excites ai^othw 
to labour, fince he cannot obtain that defirable 
production without having ibmething accepta- 
ble to ofier in exchange. . 

This variety of labour is a confequence of 
the different capacities, talents, and abilities^ 
which nature and induftiy give to different 
individuals. Badly would that man be fup- 

plied 
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plied who wofuld himfelf undertake the vai:iou« 
kbours requifite for the fupf^y of his wants. 
The mntual interchange of the produce of dif > 
ferent labours iktisfies them in a much more 
perieGt and comjriiete manner. We rarely find 
tsoiy difSculty in producing more commodities 
of one kind than we want ourfelves, and it is 
by means of this furplus that we procure of 
others the manifold commodities which they 
^ach fingly produce. This mutual exchange 
c( the produce of different hands is foon di£- 
covered to be the moft e&£tual way of {up^ 
plying each other^s manifold wants. Hence 
fnch exchanges are either the exchange, of 
material goods of one fort agamft material 
goods of another kind, or the exchange of 
material goods againft peribnal fervices, or 
laftly the exchange of one kind of perfonaF 
fervices againil another kind of perfonal ie^- 
vices. 

But the very circmnftance that for any 
commodity which -others ftand in great need 
of, or which they ardently wifli for, every 
other defirable commodity may eafily be ob- 
tained, renders the wifli of pofleffing fuch 
objects univerfal, and inflames its ardour in 
proportion to the extent and multiplicity of 
human wants. And as labour jb in populous 

coun« 
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countries the only certain lawful way of ob* 
taining ufeful and defirable commodities, thofe 
who are poflefled of a furplus of commodities 
employ this furplus in rewarding labours by 
which fome of their wants are fupplied ; and 
thofe who are not poflefled of any furplus are 
powerfully induced to labour, knowing that 
labour is the only certain lawful way of pro- 
curing of others the commodities which they 
want for themfelves. Thus the love of gain, 
or the wifh to have a large fupply of ufeAil 
and defirable commodities, or in other words 
the operation of individual interefl is the main 
i|)ring of human exertions, and the hope of 
iupplying our manifold wants the moil powers 
All incitement to labour. 

Labour is chiefly employed, i, in gaining 
from the foil dire6Uyorindire6i;ly.all kinds of 
^eful produ£tions, in increafing their quantity 
by tillage, or fearching for them in the bowels 
of the earth and in the depth of the waters 
&c.; 2. in fitting this raw produce for ufe, by 
giving it various forms and fliapes to gratify 
the numberlefs wants of men ; 3. in carrying 
commodities to the places where they are in 
demand, and diftributing them among thofe 
who want them in exchange for other com- 
modities ; and lailly, 4^ in affifling others in 

thei^ 
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their purfuits or in the attainiiient of 
the obje6t which they have in view, be 
this obje6l profit or pleafure, by perfonal 
fervices. 

Every individual in civilized fociety foon 
finds it his greateft advantage to perform only 
one or a few kinds of labour, becaufe he grows 
fi) much the more dexterous and perfefil in its 
performance. Men are divided in almoil as 
many different clafies and ranks as there are 
forts and fubdivifions of labour. Some apply 
exclufively to the obtaining of raw produce, 
and according to the different labour requifite 
for that purpofe are called hulbandmen, 
graziers, miners, fiihermen, &c. Thofe who 
beftow additional labour upon this raw pro- 
. duce, are either handicraftsmen, artifans, 
artills, or manufadturers, &c. Thofe who 
4nake the fale, transfer and conveyance of 
commodities their exclufive bufinefs, are 
tradears, dealers, merchants, mariners, carriers, 
&c. Thofe at laft who afford enjoyments that 
are not exactly material, or who render them- 
felves ufeful and agreeable by their dexterity 
inperforming perfonal fervices, who by their 
corporal and mental abilities improve our 
own, or who afford us protection and aflifl- 
ance, &c. are called theatrical performers, 
muficians, fingers, dancers, domellics, public 
and private teachers, phyficians, furgeons, 

lawyers, 
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lawyers, foldiers, public funftionaries, &c* 
The greater or finaller importance of their 
fervices, and the greater or finaller fiiare of 
talents requifite for the difcharge of their 
fun^Uons, eflabliih their reQ)eSdve merits and 
confideration. 

Eveiy individual of thofe four labouring 
dafles has productions or perfonal fervices 
to oflfer in exchange for others, and by 
this mutual interchange of commodities 
and perfonal lervices, every one is enabled 
to enjoy any of the commodities pro* 
ducedy and to avail himfelf of any of the 
perfonal fervices performed in the com- 
munity at large. He who has the greateil 
number of commodities to offer to others for 
their furphis of commodities, or for their la* 
l>our and perfonal fervices, is of courfe the 
mod wealthy ; the greater his furplus of thofe 
objeS;s which others are anxious to poffefii, 
the eafier is his accefs to the commodities and 
enjoyments which he may wifli for, provided 
the individuals who can afford him thofe com- < 

modities and enjo3rments \>e not overftocked 
with the articles which he has in fuperabun- 
dance. And as our own labour, or that of 
thofe whom we employ to work for us, is the 
moft certain regular way to produce fuch a fur- ^ 
plus of commodities, he who has nothing is 
forced to labour in order to procure the fupply 

of 
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of his wantSy or to acquire a furplus ; and he 
who has acquired a furplus of certain commo- 
dities, muft either exchange it for the ufeful 
things which he wants, and which have alfo 
required labour, or pay labourers to keep up, 
to renovate, or to increafe his flock. 

Mofl of the produdtions of labour are con- 
iumed again by the labourers in more or lefs 
time. It is only when an individual or a na- 
tion have a furplus above what they confume, 
on which they may live for a long period of 
time without performing any frefh labour, 
that fuch an individual, or fuch a nation, are 
called rich, and it is with the increafe of this 
furplus that their wealth is increafed. No- 
thing but intelligent labour can produce 
ftich a furplus. 

Labour may be improved in two ways : by 
producing a greater quantity, or better quality 
of commodities with the lame confiimption, 
and within the lame given time as before ; or 
by obtaining more or better produ£lions in a 
ihorter time, with the application of lefs hu^ 
man powers, or with a diminifhed confumption. 
In either cafe, the furplus above what the la- 
bourers and the nation require for the fupply 
of their wants, is increafed; and as every in- 
dividual member of a community is powerfid*^ 
ly intereftedin obtaining a furplus above what 
4 he 
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he confumes during his labour, exertions ta 
improve labour are readily applied wherever 
the conditions and the means of fuch exertions 
are not wanting. 

Circumflances moft conducive to a rapid 
increafe of ufeful produ6):ions are : ability 
in the performance of labour, knowledge 
in the fele^lion of the obje6): on which it is 
beftowed, facility to exchange the produce of 
labour for other defireable objects, and a mo- 
derate proportion of thofe who idly confume 
this produce to thofe who effect a fiuplus of 
commodities by their labour. 

Dexterity in the performance of labour is 
particularly acquired by the diviiion of labour. 
When one individual devotes himfelf exclu-^ 
fively to the conflant production of the fame 
commodity, or when particular operations ne- 
ceffary for the produftion of a commodity are 
divided among many, and conftantly entrulled 
to the iame hands, the individual labourers 
attain a greater perfection in their rei^^eCtive 
performances, they hit more readily upon the 
means of fliortening and facilitating their la- 
bour, and lave the time which they would lofe 
in palling from one employment to another. 
Long habit calls forth mufcular power to its 
utmoft exertion, and frequently enables a 
weak man to fupply a greater quantity of 

labour 
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kboor than a ftronger man is capable of, i^iuL 
the more the powers of an individual are. 
concentrated in one employment, the greater 
ftill and quicknefs will he difplay in its per-i 
fbnnance. /. 

. The introduction ^f machinery is no lefk 
conducive to the im.provement and abridge* 
taent of .labou;'* Engines which by their 
wear .and tear during the perfoi:manc€f of 
their operations j and by the intereft . of 
their prime coll, do not conCume as much 
%A the men or animajs formerly employed 
m the fame operations, are of incalculable 
fervice. They force nature, as it were^ to 
ferve as ^ handmaid,, and to perform thc^ 
manual labour of man in the manner 
which his intelled prefcribes. Whatever 
re<iuires great ilrength is beft effe6ted by 
engines, as they infure that unity and regu- 
larity of a&ion which the manual labour of 
an exce$ve number of individuals renders 
impoffible. The ufe and invention of ma^ 
chinery are, in fa£t, the immediate refult 
of, the divifion of labour (m)» The utmoft 

perfe^ion 

(m) jfJam Smith has afcribed the ditifion of hbour to a 
certain propenlitj in human nature, wkich he denominates 
the propenfity to truck, harter, and exchange one thing for 
another. Ought it not rather to be attributed to the defire 
Af well being or happinefs which is implanted in the human 
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perfection of the tool making art is entirely 
owing to the manufacture of fuch implementar 
becoming the peculiar care c^ a clafi different 
from that which ufes them, and to the ftill 
greater fubdivifion which confines diflS^rent 
fubordinate clafles to the numu&6hire of the 
various partd of each tool^ Miushinery and 
the divifion of labour are infeparable in aS 
their operations ; the advantages which they 
procure are ftrikingly exemplified by the great 
iron manufa^KMy of Swahrell and Winlatbn^ 
in Northumberland, where the number oi 
labourers has been the fkme fi>l: the laft fifty 
years, though the demand for goods has been 
confiderably increafed. The equilibrium has 
been prefa^ved by the addition of machine^^ 
and the ikill acquired by the fubdivifions of 
labour. A tilt hammer, in particular, had 
been erefted, of which the ftrokes are $20 
in one minute. The largeil fteam engine 
made by Boulton and Waft, of Soho, near 
Birmingham, is in the ^eat copper nune of 
Cornwall, called Dokoothy about three miles 
to the weilward of Cambrfe.: It is upon a 
ftupendous fcale, but contrived with fuch 



breaft ? The defirable produce of the bbour of one mdividual 
excites the other to offer him fomething acceptable in 
exchange for it. He is promoting his well being. 

ingenious 
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iifgeniou8;niechfpiQii that its vail operatioiw 
are peifonned if ith an eafe and quickneff 
tfxdj wonderful. It executes the work of 
200 hor&s, and brings up at every flroko 
(fev^n of which it makes in a minutey) up^ 
warcls of fifty gallons of water. 

But thediviflon (^labour, though favourable 
t9 the groijirth of wealth, is le(s to to acute-* 
nefs^ of inteUedl. The Icelanders are great 
players at chefs, and they have all that general 
acutenefs and dexterity which refults from the 
complicatiOTi of labour in one perfbn* The 
il^me peaiant is frequently carrying on the 
trades of a watchmaker, lockfmith, carpenter, 
brazier, &c.^and though each trade is but 
imperfectly executed, the fertility of refources 
derived from thefe multiplied occupations^ 
pften gives birth to the moft ingenious con« 
trivances, and nourifhes a flrong genius for 
mechanics. The minute fubdivifion of labour 
may fumifh a tolerably accurate criterion of 
the commercial profperity of the country in 
which it fubfifts; but the moral degradation 
of its inhabitants mufl be rapidly increafing 
when the ideas of the majority are limited 
to the conftant repetition of one fimple mani* 
pulation. In proportion as the Iphere of 
aAion is narrowed, the mental powers become 
contraAed* An over minute fubdivifion of 
D a labour 
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labour is befides attended willi tfiis d!&dvani 
tage, that in the ilagnatlon or decay' of a 
manufadlure, when the workmen employed in 
thofe very fmall pails of a whole, being imac- 
quainted with any other part, are thrown out of 
work, they iare generally obliged to incf eafe 
the clafs of common day laboiirers, whofe 
icanty wages they reduce by their adceffioh. 
In a. moral pcnnt of view, it would,' indeed, 
be highly defirable that every workman who 
makes or poliihes a wheel or a Q>ring, fhoiild 
at leall have an idea of the machine or imple- 
ment to which his work is to be refeired^ 
or elfe he is not much better than the obje£E 
on which his labour is beflowed, which is no 
doubt highly ufeful, and even indifpenfable in 
the utenfil, implement, tool, or engine of 
which it forms a part, but ablblutdy ufelefi 
out of it* The great founder of Englifh 
inland navigations (n) could never have 
improved his Wonderful genius for mechanics, 
if he had not been apprenticed to a mill- 
Wdght, in the country, and trained to com- 
plete whole engines (o). 

The 

'(n) Jamet Briddleyt who excelled in planning and con- 
ducing inland naTigations, and was particularly patronised 
by the late Duke of Bridgewater, 

(0) Adam Smith appears to have, been fenfible of the 
injurious tendency of an over miAute fubdivifion of labonr, 

when 
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The facility of exchanging the produce of 
labour reils chiefly on the demand for the 
commodity produced, and on the extent of 
the market, or in other words, on the number 
of individuals having a defire of poflefSng the 
commodity produced, combined with the 
means of acquiring it, that is to fay, pofiefled 
of a furplus of commodities of a different 
land, and ready to exchange them for the 
commodity produced, and on the wealth of 
our own and neighbouring countries, as well 
as on the more or lefs eafy communication 
with the different parts of our country, and 
^ith diftant countries that are in want of 
^and able to purchaie the produce of our 
labour. 

An undue proportion of idle confumers to 
ihofe who produce a furplus of commodities 
iby their labour, ot an inordinate number of 
individuals living in abfblute idlenefs, enjoying 
finecures, employed as public functionaries. 



when he obferTed that the means of intellectual improvement 
are m^tijdied with the increafe of national wealth* But 
thofe jneana fddom reach the labourer through whofe 
exertions they are eilleded, and yet it is the ignorance of 
the lower orders which precipitates them into afts incom- 
patible vnth fodal tranquillity. 



fddiersj^ 
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foldiers, players, priefts, &c« are hurtfiil, 
becaufe they confume the ftock produced b^ 
ufeful labourers without replacing it by any 
other produ6tion or commodity. The beft 
poffible ftate of fociety is when the bulk of 
the people can fubfiil comfortably with a mo% 
derate labour, and cannot iubfift without it. 

But the improvement of labour is necefliu 
rily limited by the nature of the oi^e^ on 
which it is bellowed. AU manual operations 
do not admit of equally perfe£fc engines, or 
of an equally extenfive divifion and fubdiyi* 
iion of labour. It appears to be chiefly on this 
account that improvements in agriculture 
have not kept pace with the aftonifhing im» 
provements which have been efieS;ed ixi 
almc^ all kinds of manufa&ures. No com«> 
modity is raifed but with a view of its being 
employed or confumed ; large quantities can 
be produced of fuch commodities only, £o€ 
which many are willing and able to pay the 
labour and advances which their production 
cods. Th^ greatnefs of the demand and 
the extent of the market, are alfo limited 
by the quality of the commodities, by the 
expences attending their conveyance to dif? 
tant parts, and by the number of wealthy 
purchafers abroad and at home. And lailly, 
the number of thoie who produce ufeiul 
4 material 
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material things, in proportion to thofe l¥ho 
merely comfume their produ6fcions, is neceflk* 
rily limited by the higher purpofes of human 
exiilence. Were every individual member of 
a nation employed in the produ6tion of com*^ 
modities, obje6l:s of far greater importance 
for our happinefiy fuch as the cultivation and 
enlightening of our underftanding, the refine* 
ment of our moral feelings, the improvement 
of our mental and bodily faculties^ the relief 
of our fufferings from wounds and difeafes, 
the fecurity which the community enjoys 
by means of able governors, upright judges, 
watchfid magiflrates, and brave defenders, 
and the incitement to labour derived from 
rational pleafures, would be entirely neglected. 
Every, even the mod common day labourer, 
ought not to lofe fight of the nobler purpofes : 
of his exiftence. He ought to have fufficient 
leifure for inveftigation, meditation, and ra- 
tional pleafure. In ftimulating the increafe of 
wealth, happinefs, the primary end for which 
wealth is defirable, ought not to be over- 
looked (p). 

{p) Un gouvemement tout occup^ de commerce et de 
richeffe, ne voit plus k fbci^^ que comme un attelier, n'enTi* 
fage plus les hommes qfie comme des machines produ&iTesy e| 
f 'embarafle peu de les tounnenter pouryO qu'il les enrichifle« 
ll.es douanesy les changes, les fonds publics abforbent toutea 
(es penffes, ' D refte indifiSrent fur une foule de maux qu'il 
P 4 pourrpit 
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{KNurfoit gvinTm Tout ce qd*Tl Tent c*eft qn'on prodinfe 
beaucoup d'inftrumens de jomflkacef tandifqu'il met fims ceflc 
de nouveaux obftades au3c moyens de jouir. Jer* Bentham*t 
Tratti de Legijlatum Chile it Pinak. Paru, iSoi. Tom L 
Cbafkre IV. Page 23. 
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CHAP. V- 

OfCa^tdl. 

CAPITAL, in the moft extenfive fenfe of 
the word, denotes all property, material 
and mental, or every thing valuable to man ; 
and as it comprehends the whole of the 
material world which man can appropriate to ' 
his ufe, it confequently includes land. But, 
in a more limited fenfe and oppofed to land, 
capital denotes all the parts and productions 
of the foil which are fevered from it, and 
includes every thing valuable except the 
ground. 

A certain * quantity of ufeful things muft 
be accumulated in order that different labours 
and fervices may be performed by the different 
daffes of fociety. Were nature fpontaneoufly 
affording from one end of the year to the other 
every thing calculated to fupply the wants of 
men, there would be no occafion for accu- 
mulating any flock of commodities, and there 
would be no labour required^ but th^t of 
gathering the fruits of the foil and fitting 
them for the ufe of man! But the pro- 
ducing powers of the earth are no where fo 

liberal. 
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liberal. There are feafons when nature 
repofes, or at leaft produces nothing. Even 
in the moil fertile countries men are obliged 
to hoard up fbme part of their furplus of 
victuals and commodities in order to provide 
for a contingent futurity j and wherever the 
growth of produce demands a confiderable 
length of time, this provident care for thefu« 
ture becomes abfolutely indifpenfable. While 
the ground is prepar^ and fown ; while the 
feeds are left to thrive, and the grain to grow 
and ripe ; while the com is cut, honfed, and 
threflied, the'hulbandman mull live, he muft 
receive his maintenance from a dock of 
j>rovifions gained by previous labour. Are 
engines and tools to be prepared, dwellings 
to be ere£led, raiments and other articles to 
be manufactured, or perfbnal fervices to be 
performed, the individuals employed muft be 
fupported during the performance of their 
labour and fervices. This prefupppfes |i 
ftock of commodities deftined not for the 
immediate confumption of thofe who poflefi 
them, but to be exchanged for other ufefld 
things, or referved for other purpofes. Such a 
ilock of ufefiil commodities is called a capitaL 
When men do not confiune all the produc- 
tions which their labour has obtained^ but 
hoard them up fox future uf^, in order that 

durini^ 



during tbetr coniumption, their induftiy may 
obtain firefh productions in ftill greater abun* 
daUce^ they are iaid to accumulate capitals 
by means of which fucceeding generations 
are enabled to replace by their labour more 
than what they coniume during its perfor<« 
mance. But the whole dock of ufeful things 
which conflitutes capital is moise or lefi 
lapidly confumed. , Some of its parts^ moil 
of thofe in partictilar which ferve for the 
fupport of life, as they cannot be preferved 
for a great length of time, but perifh of 
tbemfelves when left untouched, muil be 
replaced immediately after they have been 
confutned by nature, and during the laboiur 
of mao. If the frefli flock produced during 
this cpnfumption be not larger than that 
which has been confumed, the nation, fup^ 
pofing that the number of its . individual 
inember&l is bot increafed, is not grown 
richer; it remdns in its old fituation, is 
ftationary, and if its population be augmented, 
jit is poorer : but when a lai'ger ftock is pror 
duped than what has been confumed during 
its produAion, and the numbers of the 
members of the nation are not increafed, 
ihe coital of the nation is not only replaced 
but augmented, fmd the wealth of the nation 
bincreafedi 

Such 
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Such an ineifeafe of^ wealth, excepting a^ 
few fortunateand rare occurrence^; is gene^^ 
rally owing to a gradually extendejd induftry 
and a progreffive improvement of labour, 
both of which depend chiefly on the previous^ 
accumulation of capital. The produce of 
labour does not always ferve for the labourer's^ 
immediate confumption; the component 
parts of the fame article often pafs through 
many hands ; individuals that are ftran^ 
gers to and at a great diftance from each 
other, are frequently co-operating in the 
produ6tion of the (ame commodity, which 
circumftance occafions a vaft lapfe of time j 
and moil commodities are kept for a Sorter 
or longer period before they are diipofed of 
and confumed, There muft be a ftock pro« 
vided on which the labourers may live during 
ifl this time; their maintenance or their 
wages muil be pre-extant, and in the lattec 
alternative there muft ftill be a ftock of 
^commodities previoufly accumulated fimie^ 
where, from which they may obtain the 
fupply of their wante in exchange for their 
wages, fuppofing them to be paid in moneys 
The raw materials on which labour is be* 
ftowed muft aUb be pre*extant, and muft 
have been obtained by previous labour, as 
well as the tools, engines, workihops, ware« 

houfeSy 
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boufes, and buildiags; oecdOaiy: for.tha c^er^ 
tion of labpiu-j and the Aoring of its pro-? 
duce. And laftly^itbe conveyance of com- 
iQoditieci from one * placfe U> another^ dettanda 
an extenfive apparatus. <rf v6ffels> boats, wag^ 
gons^ c»rts, boifeis, 36<;«i ^hicbmitilhavebeea 
acquired by the produce of previous labour. 
All; Uiefe^ olgeAsi are compotient pacts of 
the capital p:^ a nat^jon^ and form the ^ential 
condition OQ whi^ the perfeftionilof labour 
depends, The improvement df labour is 
therei^e liqiited. by the extent of capital. 

\|(^ith regard to wealth ia general the 
means of produ&ion .oXigbt carefully to be 
diftingpUhed froia (the. produce itfelf. The 
fom^e^ s^e partly component parts of wealth, 
as lands and capites, and partly perfonal 
qualities which ai*e not faleable or transfer- 
able in themfelves, but only in their pro- 
du&ions. 

Every part of the foil, and every objeft 
immediately connefted with it, either by 
art or nature, is conlidered as belonging to 
the land as long ad that conneS^ion or adhe- 
fion lafts. Hence fuch property goes by the 
general denomination of immoveable goods« 
All moveable ufeful things, and whatever is 
fevered from the ground taken collectively, 
conftitute capital flock, and are called move- 
'' able 
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able goods. Lands and capitals have mnsry 
properties in omunon. They are both in^ 
ftruments or engines enable of producing 
nfeflil things, and nfefid things in themfelvesi 
They chiefly differ in this refyeBb^ that lands 
are neceflarily iimited by the extent of the 
territory, or of the ground of the country,' 
and may be improved but cannot be multi* 
plied beyond thefe limits, whilft capitals ard 
circumfcribed by no bounds, and may be in« 
creafed ad if^nHum. 

Mental property conftitutM an invaluable 
part of the treafiire of a nation, and is in ieuSb 
included in its capital : but as genius, talents, 
and abilities, confidered as caufes or fburces 
of wealth, are inherent in perfons, diey can* 
not be regarded as elements of wealth. 



CHAR 
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CHAP. VI. 

Of the corgoint Operation qf Landy Labour^ 
and Capital^ 

LANDS without any labour l)eftowed upon 
. them yield only a very finall portion of 
the ufeful articles which they are capable of 
produdng; and labour to be applied with 
taxy degree of fkill requires advances derived 
from aprevioufly accumulated capital. Lands^ 
labour, and capital mulS; combine, in order 
to produce the greateft poflible quantity of 
commodities. Though three diflin6i: caufes, 
it iaylet by their joint operation only that 
diey effect a large national income. But it 
is by no means necefiaiy that he who is the 
owner of the foil ihould labour or be poflefled 
of capitaL On the contrary, each of the three 
diftinft effiLcient caufes may be, and fre* 
quently is, in the power of quite difierent 
individuals. Hiey then ftand in need of each 
other's affiftance. The land-owner to obtain 
a larger produce from his foil wi^nts labourers 
and a capital; the labourer wants a foil or 
raw materials to work upon, and food and 
othcir commodities during the performance of 

his 
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his labour, that is to iky, land and capital ; 
and the dock which the capitalifl has accu« 
mulated with the view of having it profitably 
replaced during its confumption, cannot be 
efie3;ually replaced without the joint operatioc^ 
of nature and labour. Land, coniidered as 
the inftrument of external nature, co-operates 
in the produdbion of ufeful things: but its 
'producing powers are generally augmented 
by previous labour, the beneficial reiults of 
which are connected for ever with the foil^ 
and aflume the appearance of nature* That 
kind of labour, however, which muft bd 
repeatedly beftowed upon the foil atftated 
periods, is always confidered as a difUnA 
efficient caufe of produ&ion. 

The (hare which nature has in htonan 
labour varies according to the talents, du 
pacity, and ftrength with whi<^ different 
individuals are provided, and according to 
the affiftance which the proper application of 
the elements of eiftemal nature affords, as is 
the cafe in feverai machines, waterrmills^ 
wind-mills, fleam-engines, &c. 

Labourers may alfo be divided in feveral 
diflindfc claffes. Some forward the produdtioii 
of ufeful things by their judgment and know^ 
ledge« They form, as far as they purpofelj 
apply to the acquifition of fuch knowledge^ 

the 
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the clais of fcientific or learned men* Others 
regulate labour and the employment of capital 
according to the diredtions of the learned^ 
and conftitute the clais of infpe&oTBy under- 
takers, foremen, &c. Others, laflly, produce 
uieful things according to the verbal diredtions 
of the latter ; they are a€hial labourers in the 
proper fenfe of the word. Another kind of 
labourers have no immediate ihare in the 
produ6tion of commodities : but they enhance 
their value by propagating their ufe, con- 
veying them to thofe who want them and 
facilitating their exchange. Such are mer- 
chants, traders, dealers, carriers, mariners, &c. 
Capitals are chiefly the produce of pre- 
vious labour. By fupplying the wants of the 
labourer during the performance of his labour, 
and. by improving his working powers, they 
enable him to produce more than what the 
capital advanced amounts to. Labour is 
therefore the only efficient caufe by which 
productive powers are beflowed upon both 
land and capital, or by which both land and 
capital are, as it were, fertilized and rendered 
, produftive. 
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CHAP. VII. 

Of^perjbnal Services y and political In/Ututions. 

T^TE ALTH is prized in prpportion as it i» 
^ ^ calculated to accompliih its primary 
«nd, the happinefs of the human race. What- 
ever contributes to attain that obje6l; ought 
to be efteemed equal to wealth, though it 
may not properly be. confidered as a com- 
ponent part of material riches. Of this kind 
are a6iions, which, without producing any 
tangible portion of wealth, gratify indirectly 
certain wants and delires, or afford ibme 
enjoyment, and are on that account called 
perfonal fervices. Our well-being requires 
not only material obje^s, but alfb the fervices 
of others to afford us affiftance and facilities 
in our purfuits, to lave our time for more 
important or nobler occupations, to heighten 
our comforts and pleafures, to preferve or to 
re-eftabliih our health, to improve our bodily 
and mental faculties, to guard and fecure 
our rights, to prote6l us ag^nft internal and 
external violence, &c. Individuals that are 
able and incUned to perform fuch perfonal 
fervices, are as important to a nation as the 

poffeffion 
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poiTefBon of material riches. And though 
it be true that the peribrmance of luch fervices 
pre-fuppofes the exiftenee of previous external 
wealth, fince no individual can devote his 
time to make himfelf ufeful or agreeable to 
another unlefs his maintenance be fecured to 
him* from a ftock previoufly accumulated, 
yet fuch fervices contribute indirefilly to the 
produ&ion of wealth ; many kinds of riches 
would not exift at all without them, and there 
are numerous inftances in which the produc- 
tion of wealth depends as much on perfonal 
fervices, as the latter are generally dependent 
on wealth. 

Befides it is not every perfonal fervice that 
is paid \dth material goods. Some are ex- 
changed* for, or rewarded with, other per- 
fonal fervices, in which cafe the value of 
both is abfolutely independent of material' 
wealth. In many inftances perfonal fervices 
may be regarded as component parts of a 
particular kind of wealth, which might be 
denominated perfonal or intenial wealth. 
They are real commodities or means of gra- 
tifying our wants and defires, and of affording 
us enjoyments. They are fufceptible of a 
comparifon with external goods, capable of 
being exchanged for fuch, and valued or 
prized on the lame principles. 

£ 2 Human 
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Human labour in general may therefore 
be denominated ufefiil or ufelefs, according 
as it performs fomething that fupplies a 
human want, gratifies a rational defire, and 
affords an enjoyment, or not. Every indi- 
vidual who performs an ufeful labour, beftows 
upon the community a benefit, and obtains 
benefits in return, and it is not neceflaiy that 
the benefits thus exchanged be always material 
commodities, or component parts of wealth, 
properly fo called. 

Thofe members of a community who don't 
labour at all, or perform no kind of fervice, 
muft alfo live upon a flock that has been 
previoufly accumulated either by themfelves 
or by others. Perfonally they contribute 
nothing either to the increafe of wealth or to 
the benefit of the community at large. They 
are ufelefs. 

llie larger the nuipber of individuals of 
whdtn a nation is compofed, the greater in 
particular the number of thofe who are em* 
ployed in ufeful labour, the eafier is the 
accumulation of wealth, and the better are 
all kinds of wants fupplied. llie increafe of 
the wealth and happinefs of a nation is always 
proportionate to the ablities, knowledge, arts, 
induflry, diligence, juflice, and benevolence 
of its individual members ; and nothing is 

more 
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more conducive to the acquifition of thefe 
virtues and accomplifhments, than thofe focial 
relations which facilitate a mutual intercourfe. 
This is the great polilher of man, the flimulus 
to talents and competition. It is beil pro- 
moted by people dwelling clofe together. 
The larger the number of individuals colle6led 
upon a given convenient Ipace, the eafier 
their means of communication by good roads, 
canals, &c. the greater are their facilities to 
produce and increafe national wealth, and to 
contribute to their mutual well-being. A 
rare intercourfe affords few occafions for 
fympathetic feelings. In thinly peopled 
countries men are lefs fenfible to the opinion 
and left alive to the fuffering* of others. 
They have a lefs acute fenfe of the laudable 
and blame-worthy, an^l lefs benevolence. 

A frequent intercourfe and its attendant 
virtues are moil effectually promoted by re- 
gulations lyhich fecure the perfbnal liberty 
of every member of the community, and 
guarantee to every individual the free ufe of 
his property, fetting no other limits whatever 
to his freedom than what the rights of his 
fellow-citizens may require. That man indeed 
will generally be found the moil a6live who 
is entitled to expert the whole profit of his 
E 3 labour 
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labour as his reward, and who may employ 
himfelf in that jfort of work which he likes 
beil; and that indvidual commonly applies 
his property in the moft beneficial way^ who 
has a free difpofid over both its fubilance and 
its produce. Wherever wealth is infecure it 
cannot circulate freely, or (how itfelf in a 
general appearance of eafe and comfort (y). 
The firmed bafis of national wealth refts upon 
the conftitution of the fl^te. When the 
authority of the chief magiflrate is properly 
defined and duly acknowledged; when the 
fucceflion to the fupreme power is not left^ 
expofed to contentions and commotions; 
when the fubje6l is free, and the loweft in- 
dividual in the nation fecure againil viplence 
and oppreffion ; when the laws are equitable 
and impartially adminiilered, the progreffive 
increafe of national wealth is infallible. 

{q) Mr. Peuchety {in Herhtn^s Staiijtique de la France^) 
admits that this is the cafe with the fmall landholders in 
France. Though they hoard money, they are afr^d qf 
employing their capitals. The fame circumftance takes 
place in a fUIl greater degree among the RuiSan peafants : 
but their little hoards are occafionally brought to light by 
im&refeen accidents. A Ruffian peafant paid his lord 
159OOO roubles, about £2OO0y for his daughter's liberty. 
The lord took the money, but reRifed to emancipate the 
girl. See Dr. Clarke*i Travels in various countries of 
Europe^ iSzo. voLL p. 170. 

But 
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But as the component parts of wealth are 
chiefly eileemed according to their value, it 
will be necefiary to inveftigate firil the prin- 
ciples of the value of commodities, in order 
to obtain a more diftin6l view of the manner 
in which the wealth of nations is progreiSvely 
increaied, by the conjoint operation of land, 
labour, and capital, by the additional help 
of peribnal fervices, and by the influence of 
political infl;itutions. 
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CHAP. VIII. 

Of Value. 

T^HE only end for which men can reafon^ 
-*• ably defire a flock of ufeful things, is 
to exchange its furplus for ufeful things of 
another kind. This profpeSt is the chief 
inducement to accumulate a ftock, and the 
hope of being able to exchange it at pleafure, 
furniihes an additional motive for its acquifi- 
tion. To cede to another fomething that is 
ufeful to him againft fomething that is ufeful 
to us, is called a truck, barter, or exchange. 

A truck, barter, or exchange may be de« 
fined the a£t of two perfons renouncing re- 
ciprocally to their right of property in dif- 
ferent commodities in favour of each other. 
In every trania6lion of that kind one natu- 
rally lyifhes to gain as much as the other. 
The commodity which I receive in exchange 
muft in my eyes have as great a value as the 
commodity with which I part has for him 
who confents to take it. Exchange or barter 
juppofes a companion either of the comi 
modities that are to be bartered or of their 
ufe and value, and a perfe£i; underitanding ^ 

or 
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or agreement about this compariibn between 
the parties. 

The difference between real and ex« 
changeable value has already been fixed. 
fB.i. CH. I.] The former is determined 
by the quality of the want which a com- 
modity iupplies, and eilablifhes its impor* 
tance. The latter is determined by the 
facility or poffibility of obtaining other ufeful 
things for the commodity, and eilabliflies its 
price. As no enjoyment whatever is poffible 
without them, thofe commodities which 
fupply the neceffaries of life have the higheft 
real value. They are of abfolute neceffity. 
But nature, ever attentive to the beings which 
are*called into exiftence, places lefs wants in , 
this clafs than what cuflom, habit, and the 
progreis of civilization are daily adding to 
the catalogue. In the prefent ilage of civil 
fociety^ we confider as neceffary whatever we 
may want for the bare fupport of life, for 
the invigorating of health, and for the pre- 
fervation of public efteem. We ought how- 
ever to diilinguifli wants of the firil neceffity 
from thofe of fecondary importance. 

Commodities tending to remove that im- 
eafinefs which remains after the fupply of 
the wants of prime neceffity, or to augment 
our contentment, are called comforts, fnid 

may 
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may fooner be diipenled with than the abfb^i' 
lute neceflaries. Their real value therefore 
is lefs. And the leaft real value attaches to 
thofe objects, called luxuries, which enhance 
our pleafures, fatisfy newly invented, ima- 
ginary, over refined, artificial wants, or tend 
merely to give us the appearance of a greater 
confequence than we are actually entitled to. 
According to this fcale of valuation objects 
of prime neceflity have the gr^atefl, objects 
of convenience or comforts a lefs, and luxu- 
ries the leafl real value. 

Nature, as we obferved before, is mofl 
liberal in fupplying us with the obje6ts of 
prime necefSty. Thofe without which we 
could not exifl for a fingle moment are pro- 
vided Q)ontaneouily in complete perfection, 
and in fuch conflant abundance that they 
will fuffice for ever for the greateft poffible 
number of men ; and the production of many 
other articles indifpenfable for our preferva- 
tion requires only a very flender affiflance 
from our induflry. Nothing however is given 
for an objeCl, be it ever fo indi^enfable, if it 
can be procured without trouble. Such com- 
modities have no exchangeable value what- 
ever, though their real value be lever lb great. 

But as foon as the acquifltion of an ufeful 
thing is connected with the fmallefl trouble, 

incon- 
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inconvemenoe^ or difficulty, he who is OBce 
pofleQed of it does not part with it for 
nothing. He who wants it muft give hira 
fomething elfb in return, that is to fay, the 
proprietor fets an exchangeable value upon 
his commodity. The circumflance which 
confers an exchangeable value upon any 
obje6i; in demand is fimply, that another 
obje6i;, commodity, or enjoyment may he 
obtained for it. The quantities or number 
of thii)gs reciprocally exchanged, are pro* 
porti<med by the competition between the 
fupply of and demand for both. It is per- 
fe6lly indifferent whether the thing that is 
become any one's property, has coil the 
proprietor any labour or trouble, or whether 
it be the Q>ontaneous produ6tion of nature, 
and its acquifition a mere matter of chance. 
The only queilion is on what terms will he con* 
fent to part with fuch a thing, or what muft 
any other individual give him in exchange, to 
arrive in a legal way at its pofleffion. ^ 

It is in general the joint operation of 
nature and human induflry, which produces 
valuable things. If nature be common or 
acceffible to aU, nothing is allowed or given 
for its fliare in the produftion, its value is 
determined chiefly by the trouble, difficulty, 
or labour which its acquifition required. But 

3 if 
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if the fhare of co-operating nature be private 
property, if eveiy one be not able to arrive 
at its pofleffion at pleafore, he who has the 
powers of nature in his pofleffion does not 
confent to their being made ufe of by others 
for nothing; they are then efleemed equal 
to a given quantity of commodities of a dif- 
ferent kind which their proprietor wiflies to 
poflefi. 

The exchangeable value of a commodity is 
the affignable quantity o£ any other commo- 
dity, for which an afligned quantity of the 
former may be exchanged. Every commo^ 
dity may be confidered as exchangeable for 
every other, and the value of any one may 
be exprefled by affigning a quantity of any 
other : but in every inftance of actual ex- 
change this reciprocal value is determined 
by competition, or the proportion between 
the fupply of and the demand for each of 
the two commodities, or the reipe6iive por- 
tions of each. The exchangeable value- 
therefore of any two commodities, is liable 
to vary with the variation of the demand for 
and fupply of the one commodity, and the 
fupply of and demand for the other. The 
exchangeable value of labour, for inftance, 
that is, the quantity of corn, cloth, or any 
Other commodity obtained in exchange for a 

given 
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given quantity of labour, is conftantiy re^ 
gulated by the fupply of the particular ipeciea 
of labour which is wanted, the demand for 
that particular labour, the fupply of grain, 
cloth, or the particular commodity wanted, 
and the demand for that commodity. 

Were the quantity of labour employed in 
the produfiHon of any commodity the only 
eflential caufe of its exchangeable value, 
labour would afford an exaft meafure of all 
exchangeable value, and whenever the quan^ 
tity of labour employed on a given commodity 
happened to be equal to the quantity of labour 
employed upon the commodity for which. 
}t is to be exchanged, thefe two quantities 
of labour might fairly be ufed a^ equivalents. 
But it is not true that the thing purchafed 
iiT every bai'gain is merely (6 much labour ; 
the value of the raw material can neither be 
rejected as nothing, nor eilimated as a con* 
ftant quantity. The value of raw materials^ 
like that of manufactured articles, and of 
laboiu- itfelf, varies with the proportion of 
fupply and demand. In fome manufactures 
the value of the raw material compared to 
the labour employed is extremly trifling, as 
the value of the flax in a cap of fine thread 
lace, that of the kelp and fand in a veffel of 
cut glafs, that of the iron and charcoal in a 

3 fteel 
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fteel watch*%ring ; in others it greatly ex« 
ceeds the value of the labour employed, as in 
a diamond ring. Although the wages of 
the whole labour emjdoyed in the produc- 
tion of a commodity form a component part 
of its price, as will be feen hereafter, yet 
labour itfelf is only a condition which limits the 
eventual fupply of every commodity, and in 
the BStixal exchange of two commodities for 
each other, no regard is paid to the labour 
employed in producing either, but to the 
competition between the fupply of and the 
demand for both commodities. If of two 
commodities the demand for one be increa& 
i«g at a particular time whilft its 'fupply 
remains unaugmented, and the demand for 
the other be decreafing whilfl its fupply re- 
mains undiminifbed at that particular time, 
the relpefitive quantities of the twp commo- 
dities exchanged for each other, may have 
required in their produ6lion very unequal 
quantities of labour. At a fudden death in 
the royal family black cloth acquires a value 
greatly above that of any other cloth, though 
the quantities of labour neCeflary to bring 
both articles to market may be nearly equal. 
But it is on the ground of labour, or the 
produce of previous labour, being the only 
legal way of arriving at the poffeffion of 

things 
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tbiags of value, that labour may in foiae 
degree be couiidered as a general meafure 
of exchangeable value, or as a flandard by 
which the exchangeable value of all commo-^ 
dities may be determined. The queflion is 
not how much labour the produ6lion of the 
commodity wanted has required, but how 
much labour muJd be employed to arrive at its 
poffeffion. Labour has a conftant real value; 
it is at all times and in all places the only 
legal way to obtain ufeful things. Ithasalfo 
an univerfally exchangeable value ; though a 
certain quantity of labour may now and then 
be given away for nothing, it is by labour 
only that our wants can be fupplied, either 
immediately, when the commodity wanted 
is the produ£tion of our own labour, or 
mediately, when the commodity is obtained 
againft the furplus of a previoully accumu- 
lated flock of former produce of labour. 

It is true that labour diifers as to its qua- 
lity. But among the innumerable varieties 
of human Is^bour, there is one i^ecies by 
which all the others may be regulated, viz. 
the common manual labour called day labour. 
As a grown up perfon endowed with the 
ufual natural powers can perform in a day 
nearly as much of fuch labour as any other 
grown up perfbn, the average between the 

labour 
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labour of the veiy idle, and that of the very 
diligent is confidered as a common day's 
labour, and forms the bails of aU valuations 
of that kind. One day of difficult or (killed 
labour, the learning of which has required 
more or lefs time, or a finaller or larger ihare 
of talents and ftudy, is confidered as equal 
to a given number of days of common labour. 
But an invariable ftandard or perfect meafure 
of exchangeable value is ilill a defideratum 
in Political Economy. 
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CilAP. IX. 

Of the General Medium of Exclumge. 

TTTERE labour even a tolerably fleady 
^ ^ ^andard of exchangeable value, it yet 
could not be iifed as a direSl medium of ex* 
change or equivalent, or in other words, as 
the thing itfblf, which is a3;ually given for 
another thing. He who is poflefled of a furplus 
of commodities expe6ts fuch commodities in 
xeturn as he happens to want. Thefe coniift 
but rarely in labour, and lefs rarely ftill in 
exactly fuch labour as can be performed by 
the individual who is in want of any part of 
his furplus. He generally wants the produce 
of a very different kind of labour, and yet it 
is only the proQ)e61; of being able to procure^ 
at pleafure, the fupply of his manifold 
wants, againft his flock of commodities, 
which renders a furplus of fuch commodities 
valuable to their owner. Were we to procure 
the commodities which we are in want of 
through the immediate exchange of our own 
produ£tions, we fliould be obliged to find 
perfons who not only have a furplus of the 
commodities which we want, but who tire 

F alfo 
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alfo {landing in need of exa£Uy that kind of 
commodity which we have to offer in ex- 
change. It would likewife be neceffary to 
have the value of whatever is fought for 
previoully afcertained, and the comparative 
value of the two articles determined, to be 
)>erfe£Uy fure that the value of the commo- 
dity obtained in exchange, is as great as the 
value of the commodity which is parted with. 
This agreement about the value of each other's 
commodity is extremely difficult, if there 
be no acknowledged medium of exchange* 

As this difficulty, coupled with that of 
finding purchafers poflefled of the exa& com- 
modity which is wanted in return, throws an 
almoft infuperable obftade in the way of 
barter, nations' ia a ftatc of progreffive civi- 
lization have generally adopted, as an acknow- 
ledged medium of exchange, ibme com- 
modity, the value of which is univeriklly 
known, and which every one willingly takes 
in exchange for his furplus, precifely on 
Account of this property, that he may eafily 
part with it again, and barter it againll any 
ufefbl or agreeable thing. The circumilance^ 
that its value is univerfally known, abridges 
the comparifon of values; that of the medium 
of exchange being admitted by both parties,, 
they need only to agree about the value of 

the 
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the objeft which is to be exchanged. If fuch 
a commodity, poffeffed of an exchangeable 
value in itfelf, be befides eafily houfed or 
lodged in fafety, eafily transferred or carried 
from one place to another, not liable to perifli 
or to be fpoiled, eafily divided into many 
perfedlly homogeneous parts, and thus capa- 
ble of being compared with the fmalleft or 
laxgeft fra6lion of any other commodity by 
(imply altering its quantity, it is fingujarly 
fitted for the purpofe of a general medium of 
exchange, and its value mud increafe from 
the very circumfl^ance that it is adopted as 
fuch, fince it thus fupplies a moll important 
Vant, and additional labour may be employed 
in its acquifitfon. 

Any fuch commodity ufed by the common 
confent of all the individuals of a nation, for 
the particiilar purpofe of a general medium of 
exchange, is called money. Merchandize and 
money thus become two oppofite terms. One 
is a commodity deflined to be ufed or con- 
fumed, the other a commodity deftined to be 
exchanged for any ufeful thing; but the 
materials of which it is compofed may like- 
wife be ranked as merchandize, and compared 
with money itfelf. The a6lual exchange of 
merchandize for money is called buying and 
felling. He who gives money for a mer- 
F 2 chandize. 
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chandize, buys, purchafea or is a buyer. He 
who receives money for a merchandize, fells, 
vends or is a feller. 

Different nations have at different periods 
of their civilization; fele£ted different com- 
modities, more or lefs poffeffed of the pro- 
perties enumerated above, as particularly 
fit for the purpofes of money (r). But all 
thproughly civilized dates have given the 
preference to the finer metals. Gold and 
filver are, indeed, the fitted materials for 
money, for the following eight reafons:— 

I. They have a real value, as they are 
excellent mateiials for ufeful utenfils and 
implements, and efpecially calculated to gra- 

(r) The Earl of Liverpool has ilated in a very clear and 
fatisfa^bory manner, the feries of changes which» as a country 
advances in wealth, are gradually introduced into its fyftem of 
currency. In a very early ftage of fociety, when tranfa^iont 
are few and of fmall confequence, a very coarfe metal, fuch as 
copper, generally anfwers all the purpofes of a circulating 
medium. In the coarfe of advancing improvement, however, 
filver is found to be a more convenient inftrument of exchange ; 
and in the ftill further progrefs ofcommerctal opulence, gold, at 
laft, is the only metal in which great payments can be conve- 
niently effefied. When a currency has arrived at this laft 
ftate of refinement, the coarfer metaltf are never employed 
except in the fmaller payments, which, could not be conveni- 
ently effe6led by means of a metal fo precious as gold. They 
become therefore fubfidiary merely to the operations of the 
main currency. 

tify 
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tiiy that love of ornament and decoration 
which is awakened in men as foon as their 
mod urgent jvrants are fatisfied. 

2. They have a tolerably fteady exchange- 

able value, their fupply being ahnoft at all 

times limited by nearly the fame quantity of 

labour, of the &me quality, and lefs expofed 

to the fudden alterations to which that of 
many other commodities is fubje6t. 

3. They are divifible with, the greateft 
accuracy, into exa6l proportions or parts, 
almoft ad infinitum. 

4. They are perfe6lly homogeneous. No 
phyfical difference can be difcovered in any 
pound of pure gold or of pure filver, whether 
the production of Europe, Afia, Africa, or 
America ; and their fmalleft parts preferve the 
fame nature with the whole, fo that their value 
is known inftantly by their quantity. 

5. They are lefs confumable or fubje6t to 
decay than moft other commodities ; they are 
not liable to be fpoiled, and even fire-proofl 
They may be melted, allied with coarfer 
metals, and feparated from them again with- 
out ever lofing any thing of their weight or 
of their quality in the operation. 

6. From their great value in a fmall com- 
pafe, tbey are not too bulky for the common 
purpofes of exchange ; they are eafily carried 

F 3 about. 
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about, aiid may be conveyed to the fartheft 
diflance without fufFering the lead injury. 

7. Their prime matter confidered as mer- 
chandize, does not fupply any of the wants 
of firft neceffity, but is merely an obje6l of 
convenience and luxury. There is no danger 
that it will ever be conlumed in cafes of 
famine or fcarcity. 

8. Their quantity may probably be regu- 
larly increafed by labour. It does not appear 
to depend merely on chance. Nothing, in 
fliort, is capable of being more conveniently, 
and more exactly applied to determine the 
exchangeable value of all other commodities. 
Platina, if it could be procured in abundance^ 
is the only metal that, from its being equally 
malleable, divifible and capable of refifting 
fire, might afford a good fubflitute to gold 
and filver. 

The advantage of employing the precious 
metals as a general medium of exchange 
became ftill more fenfible, when it was no 
longer left to private individuals to divide 
and to weigh the pieces of metal, and to 
determine their finenefs, but public authority 
pro' Ided them with the image of the chief 
magiftrate ftamped upon them, as a guarantee 
of their purity and weight. To prevent their 
being too fmall for circulation, the gold pieces 

were 
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Vere made of gold and filver, and the filver 
pieces of filver and copper, in certain propor- 
tions commonly called Billon, and to adapt 
them to the loweft poflible value, copper 
pieces were flruck with a fimilar impreffion 
to ferve as coin. The value of An affigned 
quantity of money is determined by the 
aflignable quantity of any other commodity 
for which it may be exchanged, and as the 
quantity of other commodities to be obtained 
for it, is neithdS^ftequefitiyilSi^ffidde^^^ 
ed, and as pieces of gold and filver ere tangi- 
ble fubftances, the value of things is much 
better determined by money than by days of 
common labour. But as foon as the value of 
money itfelf is changed, that is to fay, when 
•t ceafes to obtain the fame quantity of other 
commodities in exchange, its value at different 
periods mufl be determined by the quantity 
of commodities any given quantity of money 
could command at that time. Were another 
thing to be found that could at all times A>i.^ 
command the fame quantity of other commo- 
dities, it would infl^antly qualify itfelf for a 
itandard of value. Grain has frequently been 
ufed as fuch. As the artificial produdtion of 
a certain quantity of com taken on the ave- 
rage of feveral years requires pretty nearly 
an equal quantity of labour, which limits its 
F 4 eventual 
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eventual fupply, and as com is. at all times 
an article of prime neceffity, the fame given 
quantity of corn has in almofl all periods the 
iame value, that is to lay, the fame quantity 
of com purchafes at different periods the 
fame quantity of other commodities.. If 
therefore different quantities of the precious 
metals are paid at remote periods for the 
fame quantity of grain, that circumftance is 
not fufficient to afcertain whether it is the 
value of com that has rifen or funk : but it 
muil firft be known what quantity of com- 
modities, productions of labour, could pur-t 
chafe the fame quantity of corn at thoie 
different periods, and it is from this laft cir^ 
cumflance only that a certain inference may 
be drawn, whetlier it be the value of the 
metals or that of com which is altered. 

The quantity of labour neceffary to obtain 
a given quantity of precious metals, has varied 
at different periods on account of a change, 
either in the produ6livenels of the mines or 
in the demand for the precious metals. The 
mineral kingdom, particularly with regard to 
the precious metals, is far from poffeffing a 
fertility as regular as that of the vegetable 
kingdom ; the produSivenefs of mines cannot 
.be increafed, accelerated, j or affifted by the 
induftry of man in the fame manner as the 

produc* 
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produ£livenefs of the foil. No more can be 
t^ken out of a mine than what that mine con« 
tains, whilfl a field may be inade to produce 
more 6y *^ meaiiis'liflnanure and jloughTng. 
And the want of or the demand for the 
precious metals is more adventitious, more 
liable to cafualties, and of courfe much more 
^xpofed to flu6tuate, than the want of or 
demand for corn. If the labour neceflaiy to 
produce all other commodities remains the 
lain,e, whilil it. is altered with refpe£t to the 
Vietals, a different quantity of the metala 
mufl be paid for all other commodities at that 
period of time. But in that cafe it is not the 
value of thofe commodities, it is that of the 
metals which is altered, and by comparing 
tb? value of thoie commodities with any one 
of them which have retained their value, 
corn for inftance, the alteration in the value 
of the metals immediately becomes flrikingly 
fenfible, 

Great caution, however, is required in 
making com the ilandard value. It is true 
' that the average of feveral fuccefflve years 
compenfat^s the difference arifing from the 
fluctuating fertility of the foil, which, though 
the fame quantity and quality of labour be 
beilowed upon it, yields a different quantity 
and quality of grain in different years : but 
. 4 • the 
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the improved methods of agriculture, intro- 
duced by an increafed population, efFe<Sl a 
material change in the quantity of labour 
neceflary for the produ6lion of a proportionate 
quantity of corn. In populous and rich 
countries there is much more capital, the 
produce of previous labour, beftowed upon 
the growing of corn than in lefs populous and 
comparatively poor countries ; and if a new 
macliine fhould be invented in hufbandry 
which would fave as many hands as have been 
faved in cotton manufaftures, by the intro-< 
dufition of fpinning jennies, its fudden in- 
fluence would operate a prodigious altera- 
tion in the exchangeable value of corn againil 
other commodities. Corn therefore can, be 
a fafe ftandard only when applied to one and 
the fame country, or to one perfedlly like it 
in every refpeft, and when the method of 
cultivating the foil, as well as the population 
•and general w^ealth of the country, have not 
experienced any material changes {$). 

(j) Adam Smith appears not to have fufficiently attended 
to thefe circumilances. His reafons for making ufe of the 
average prices of grain, as the moft accurate meafure of the 
value of the precious metals at different periods, were chiefly 
drawn from his confidering the labour employed in the pro* 
duftion of a commodity as the only meafure of value ; and of 
all commodities corn certainly is the moft regularly demand- 
ed, and moft univerfally ufed at all timesy and in all places* 
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Upon the whole, the vakie of the precious 
metals remains much more fteady than that 
of corn during a moderate length of time, 
and fince they have been employed as money 
almoil all over the civilized world, their value 
is alfo more equal in different countries. 
Provided there be no revolution in the pro- 
du6livenefs of the mines, or in the demand 
for the precious metals, they are undoubtedly 
the moft appropriate ftandard of value. But 
wherever great alterations have taken place in 
their value, the average prices of grains may 
be ufed as fubftitutes to compare the value of 
commodities at different periods of time. 

Money being univerfally ufed as a general 
medium of exchange, the value of things in 
common life is determined by money, and 
this valuation is perfe6Hy correft, as long as 
the finenefs and the value of the money itfelf 
remains unchanged. But if either one of 
the other, or both are altered, the comparative 
value of money at different periods mufl: firflr 
be afcertained to know the value of com-» 
modities in thofe times. 
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CHAP. X, 
Of Price. 

THE exchangeable value of a commodity 
for which it may be procured at pleafure^ 
exprefled by another valuable commodity, 
conflitutes its price. As the value of the 
ficknowledged general medium of exchange 
is univerlally known, it is moll peculiarly 
adapted to mark the price of commodities* 
price may therefore be defined a certain 
proportion of the general medium of exchange, 
deemed equal to the value of the thing or 
things to be ol^tained for it in exchange ; or 
in other words, price is the equivalent of a 
commodity exprefled by the general medium 
of exchange. The baire amount of the pieces 
of money, or of other things to be given for 
fL commodity, conftitutes its nominal price ; 
the influence of the three producing powers, 
labour, land, and capital, i^ the production 
of the commodity, exprefled by the value in 
money which muft be giv^n tp obtain it, con^ 
jlitutes its realprice^ , 

Advances or e^pences neceflary to obtain a 
commodity are called cofts. Th? aggregate 

, of 
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of the coils, which the produdlioti or original 
acquifition of a commodity required, may be 
denominated its cq/i price ; the price at which 
a commodity may be purchafed at pleafure 
tfonftitutes its market price. The coft price 
depends on the price of the caufes neceflary to 
produce a commodity, or to make its primary 
acquifition. Thefe caufes are either abfolutehf 
necejfary^ that is to fay, fuch as lay in the 
nature of the commodity itfelf, and without 
which it could not have been originally pro- 
duced or acquired ; or they are voluntary or 
optional^ that is to fay, fuch caufes as might 
have been diipenfed with ; or laftly, they are 
accidental^ that is to lay, fuch caufes as have 
their foundation in certain adventitious addi- 
tional circumflances. When the price of a 
commodity is only the equivalent of the 
abfolutely neceffary caufes of its exiftence, it 
is called its natural price ; when it is a com- 
penfation for optional or voluntary caufes of 
its exiftence, it is an artificial pricey aiid 
when it is a compenfation for adventitious 
caufes, an accidental price (f). 

Hie abiblutely neceflary efficient caufes 
through one or the other of which, fingly or 

(/) Adam Smith oppofeg the natural price to the market 
price. But the market price may be a natural one juft as 
well as the coil price. 

com- 
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combined, any commodity is originally fent 
to market, and without either one or the 
other of which no commodity can be pro- 
duced or acquired, are, 

1. Land or Soil. This is the bafis of .<nuf 
exiftence and of all our operations. It ftuj. 
niihes us with all kinds of ufeful raw materials* 

f B. I. CH. III.] 

2. Labour. This is indifpenfable to obtain 
food and other ufeful raw and manufa6lured 
materials, to provide us with coavenient 
dwellings, &c. [b. i. ch. rv.] 

3. Capital^ or a ftock previoufly accumu- 
lated to afford advances, pay wages, and get 
implehients, tools, engines, &c. without which 
many labours could not be performed at all. 

£b. I. CH.V.] 

And as land, labour, and capital ftock 
have a fliare in the producing of almoft all 
commodities, every commodity produced^ Qr 
its value, muft be divided among thofe who 
produced it, in proportion to the fliare they 
had in its production. One part is afligned 
to the land-owner, another to the labourer, 
and a third to the capitalift, or owner of 
ftock, and the portion of each is proportionate 
to his fliare in the producing of the com- 
-modity. If a fingle individual fliould happen 
to be at once land-owner, laboiuer, and capi- 
talift. 
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talift, the whole commodity^ or the whole of 
its value, would of courfe belong to him 
alone. But the land-owner may lend his land 
to the capitaliil or to the labourer; the 
^capitalift. may lend his capital or dock to the 
labourer or to the land-owner ; and the 
labourer may lend his labour or induftry to 
one or both of them. And as neither is 
willing to lend the ibiirce from which he may 
obtain ufefui things for nothing, the indi- 
vidual to whom it is lent muft give in return 
part of the commodity, which the ufe of the 
loan helps him to gain, either in kind, or its 
value in any other acceptable commodity. 
What the labourer receives for the loan of his 
induftry, is called the "mages of labour ; what- 
i^ver is received for the ufe of a capital, ig 
called profit ofjiock ; and what is received 
for the mere permiiSon to ufe a portion of 
land or foil, is called renL 
. The proper employmeM or application erf 
capital requires diligence, ability, and a 
certain degree of courage or refolution, the 
want of which qualities, or of any of them in 
themfelves, frequently induces owners of 
d^ital Hock to entrufl its ufe to others. In 
that cafe the owner of flock is more particu- 
larly called a capitaliftj and the individual 
who employs the capital is denominated ait 

under* 
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tmdertaker f entrepreneur J. The profit of 
ilock mud in fuch inflances be divided in 
certain proportions between the capitalift and 
the undertaker. 

As the operation of individual intereft is 

univerfal in .the human race, and no man 

either labours or lends any portion of his foil 

or of his flock for nothing, no commodities 

would be produced if the abfolutely neceffary 

caufes of their produffcion were not com« 

penfated, or in other words, if thofewho con*> 

tribute to their produ6iion did not receive 

any compenlation. , Confequently,- the firfl or 

cofl price of all ufeful things mufl afford an 

equivalent for the wages of the labour, the 

profit of the flock, and the rent of the foil 

employed in their production. Wages of 

labour, profit of flock, and rent are the 

elements in which the original value of all 

commodities may ultimately be refolved; 

they are the elements of the cofl price of 

every ufeful thing. It is true that every cofl 

price does not comprize all the three elements 

together, becaufe it is not every thing, that 

requires the co-operation of the three efficient 

caufes towards its produ6lion : but the prime 

or cofl price of no commodity whatever can 

be compofed of any other elements. When 

a commodity ceafes to obtain its cofl price, ■^ 

it 
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it ceafes to be produced ; and whether the 
price of the elements or caufes of the com- 
modity be natural or artificial, it mud always 
be fully replaced if the commodity is to be 
farther produced or brought to market. In 
ihort the price of every thing is regulated by 
the price of the. elements of which it is 
compofed* 

But the price of thefe elements is fluctuate 
ing, and before we inveiligate the caufes of this 
fluctuation in the coft price, it is neceflary to 
inquire into the circumilances which regulate 
the market price, and to fhow wherein it 
deviates from the coft price. 

The chief inducement to produce any com- 
modity, or to accumulate a ftock, is the 
certainty or probability that either will be 
wanted, and of courfe meet with purchafers. 
But to become purchafers^ people muft not 
only want the commodity or defire to be 
poflefled of it; they muft alfo have wealth 
enough, or a furplus of commodities to give 
in exchange. The defire to be poflefled of 
a thing, combined with the means of acquiring 
it, is called the demand. The demand for 4 
commodity is the firft caufe why it is pro- 
duced, or a ftock of it provided ; thofe who 
wifli for it muft offer to give at leaft the whole 
coft price for the commodity. As foon as 



di or PBiCEr »«K 

this 19 the cafe, many individuals are ready 
to fatisfy that demand, or in other words the 
commodity is produced in abundance, and 
the owners of the article in demand look out 
for buyers. The feeking after porcfaafers 
is called the ojjkrfwfak. 

If the offer for fale and the demand could 
be conflantly maintained in fuch a proportion, 
that the offer of the iellers exceed not the 
demand of the buyers, nor the demand the 
offer for fale, commodities would always be 
fold and bought at their prime or coft price. 
But as the demands and offers for fale fre- 
quently lofe their proportions to each other, 
it oflen happens that either more or lefi than 
the cofl price is paid for a commodity. 

A place eQ)ecially devoted to the bufinefs 
of felling and bujring, is called a market^ and 
the price at which goods may there be bought 
and fold in great quantities^ is called the 
nhorket-prke. It is, however, only thofe 
commodities which are in general requefl 
that are brought to market, and have a 
market price. Such as are produced merely 
for a few amateurs, and difpofed of among 
them, obtain no regular market price ; they 
generally form a very infignificant part of the 
, commodities of a country. 

The 
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The fellers who bring their goods to market, 
rarely know before-hand how great the 
demand for them will be. Hence many 
more commodities of a certain kind may be 
offered for iale than are fought for^ or many 
more commodities may be fought for than 
are in the market Yet as the exertion to 
preferve and to increafe wealth is pretty 
univerfaly buyers and fellers are equally 
anxious to profit by the circumllances mod 
favourable to their views. The vender endea- 
vours to difpofe of his goods at the highefl 
poffible price, the purchafer to obtain them 
at the loweft poffible price. A fort of flruggle 
invariably takes place between the buyers and 
fellers before they agree. The latter ftudy 
to raife the price, and wifh to get as much as 
poffible for their commodities; the former 
endeavour to lower it, and ftrive to give as 
little as poffible for the commodities they are 
defirous of acquiring. By means of this 
flruggle a price is at laft fixed, at which the 
venders are glad to fell, and which the pur- 
chafers are willing to give; at which the 
commodity^in fhort, may be obtained at plea- 
fure. This is the mm^ket price. The agreeing 
about the price is influenced by the need in 
which the parties fland to buy or to fell. It 
is want that impells alike the venders to fell, 
G 2 and 
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and the buyers to purchafe. He whofe want 
is the mod preffing, or whofe defire is the^ 
ftrongeft, is obliged to yield. If there be 
more goods fought for than are offered for 
lale, the venders demand more than what 
they would elfe have been iatisfied with, and 
thole who want the goods mull refolve to 
give more for them than they would have 
done under different circumflances. In this 
cafe the market price will moll likely exceed 
the prime or coll price. If lefs goods are 
fought for than are offered for fale, the buyers 
helitate in making their purchafes, their delays 
exhaufl the patience of the fellers, and if th« 
latter cannot do any longer without the 
equivalent of their commodity, or if they 
cannot keep their goods any longer on their 
hands, they muft refolve to diQiofe of them 
for what thepurchafers offer to give. In that 
cafe the market price is likely to fall below 
the coll price. But if the demand be equal 
to the oflfer for fide, if every commodity in 
the market readily meets with a purchafer^ 
^nd every commodity in requell with a ven*. 
der, the market price is likely to be the fame 
with tlie cofl price. It is indeed impoffible for 
the vender to fell his commodity for lefs than 
what it really cofts hipo, and what he muft 
gain upon it to be enabled to continue his 

bufinefs^ 



CH.X. OF PRIC£« 85 

bufinefs/that is to fay, he cannot fell under 
the coft price. The purchafers muft abfo- 
lutely give as much, if the commodity be 
farther to be brought to market. It is on this 
account that the coft price always regulates 
the market price. As long as buying and 
felling is unfhackled, the market price cannot 
be belov^ the c6ft price for any great* length 
of time. If the market price of a commodity 
continues loiig below the coft price, 4iie 
caufes which produced that commodity ceafe 
to operate, and its quantity continues d&- 
creafing, until the purchafers are again willing 
to replace the expences of its production, 
and to encourage the venders by the allowance 
of a profit On the contsary, when the 
market price rife^ fuperior tothe coft price, 
<and remains long in that ftate, it afibrds a 
great inducement to multiply or to increafe 
the ftock of the commodity, untal^ the price 
iinks fo low that it holds out no encourage- 
ment to procure or to = grow the; article. 
When one purchafer is anxious to buy before 
the other, and one vender endeavours to be 
before-hand with another in difpofing of his 
goods, there is what is oalled a competition. 
When it takes plabe among the buyers, it is 
tfie competition of* tfie demand^ when among 
.the fellers, ihecompeUtionof the offers for fale. 
G 3 - Th# 
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Hie former tends to raife, the latter to 
jepreft the price ; for if there be any anxiety 
manifefted among the fellers to difpofe of their 
goods, the buyers are flow in their purchafes, 
the offers for (ale exceed the demand, and 
the price falls : but if there be a competition 
among the buyers, fellers keep their goods 
out of the market to obtain fUll higher prices, 
the commodity in the miurket is leflened in 
quantity, and its price gets up. 

It ought, however, to be remembered, 
that it is not the whole flock of a commodity, 
but only that part which is actually offered 
fiNT iale that influences the price. Whenever 
the whole (lock is in the hands of one or a 
few, individuals, they may eafily fuit the aftual 
ofl^ for file to the demand. By bringing 
no more goods to market than are fought for, 
and preventing the competition of offers for 
fale, they have it in their power to exa£l high 
prices. The greater the number of fellers, 
or the greater the proportion of thofe who 
ctfer their ftocks for fale, the more is any 
combination among them to keep* back with 
their goods rendered difficult. A confiderable 
number of fellers caufes a brifk competition 
of offers for iale, and it is that which lowers 
the price. Upon the fime principles, it is 
not the really exifting want of a commodity, 

but 
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but only the aAual demand for it which in* 
fluences its price. One or a few piirchafers 
may moderate their demand^ and reftrift it 
fb that it does not exceed the quantity of 
goods offered for ikle. The want of competi^ 
tion among the buyers tends of courfe to 
lower, and an incrc^ed demand to raif^ the 
pricCii But the demand is often increafed by 
an increafed number of purchafers, though 
the a&ual want of the article be not greater 
than it was before* As the poffibility of a 
combination diminiihes, in proportion to the 
number of the parties concerned^ many 
buyers mufl caufe a greater demand than one 
or a fewi It is therefore an acknowledged 
axiom in political economy, that an increafe in 
the competition of the demand, that is to iay, 
in the number of buyers, tends to raife » 
its diminution, to lower the price of a com* 
modity ; and that an increafe in the compe* 
tition of the offers for fide, that is to &y^ 
in the number of fellers, tends to lower ) its 
diminution, to raife thepribeof a commodity. 
But befides this competition of demand 
Itnd offers for fale^ the price of goods is alio 
influenced by the quantity and quality of the 
commodities, even when they are locked up 
in one or a few hands. Every ftock of com* 
modities is provided in the hope that there 
o 4 will 
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will be buyers willing to pay the aiiial cod 
price. This expectation however is fome- 
times diiappointed. Competitors darting 
unawares with the fame article, the flock on 
hand may greatly exceed the demand, or 
unforefeen adventitious circumftances may 
caufe the number of buyers to be materially 
different from that which had been reckoned 
upon. And as the flock on hand cannot be 
immediately increafed, or diminifhed, agree* 
ably to fuch cafualties, the a6iual abundance 
Bt fcarcity of goods relatively to the demand, 
mufl always have a great influence on the 
fluctuation of the price of commodities. The 
increafe of fbme of them depends moreover 
on chance, or on fuch caufes over which man 
has no controul, whilft the increafe of others 
refls in a great degree and almofl entirely on 
the will of man. If chance be more favour- 
able to one feller than to the other, the lefs 
favoured one is yet obliged to fell at the 
fame price with the fortunate one, and pro- 
bably under prime cofl. Neither can the 
growers of a commodity in which chance has 
any fhare, adapt the quantity to be produced 
to the probable demand. The market price 
of fuch articles, may more frequently and 
for a longer period of time deviate from the 
cofl price, than the market price of fuch, of 

which 
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which the quantity is determined by man's 
free will. The quality of fome goods, or their 
perifliable nature, enforces alio a quicker lale 
than that of others. . . 

Yet the coil price is the conftant regulator 
of the produ6tion of goods, it is the price of 
the' caufes of the origin, of commodities. Its 
component parts mufl therefore be more 
ftdly developed^ to obtain a complete view 
of the dodtrine of price ; and as wages of 
labour, profit of ftocky land rent are the ele* 
ments of the coft price, we mull inveftigate 
Ihe principles of wages of labour, profit, of 
flock, and rent. 
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CHAP. XL 

Of Wages qf Labour. 

WAGES of labour are that number or 
quantity of uleful things or commo- 
dities which an individual receives for his 
work, or ifor the fake of his labour. When 
this labour confifls in honourable, perlbnal 
fervices, in the performance of which much 
is expected from the ambition, attachment 
and virtue of the labourer, its reward is called 
a pay, a falary, a fee (un kanaraire). With 
refpeft to common labour it is fimply called 
wages. Wages qf labour in general may be 
defined the equivalent which an individual 
receives for any kind of labour. Common 
labour is that which requires only ordinary, 
eafily acquired powers and abilities, and the 
performance of which demands no previous 
preparation. Skilled labour is that which 
oannot be performed without fome time 
having been devoted to the learning of it, 
or which requires extraordinary talents. 

Common labour is mod wanted and moft 
eafily procured. Its price is the reward of 
labour only ; in the price of fkilled labour 

fome* 
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fomething elfe befides labour is compenfated, 
as wiU be feen hereafter. We fliall firft 
mvefligate the principles which regulate the 
wages of common labour paid from day to 
day, or from week to week. 

No labour, even the moR, ordinary, can be 
performed for any continuance of time with- 
out a fupply of the neceflaries of life, and it 
is not the labourer alone but his family alfb 
that muft be maintained. The daily wages of a 
common labourer muft be fomething more 
than what he may want every day for his 
0¥m fcanty confumption. He muft have 
fomething left for his intervals of reft, and as 
nature prompts him to marry and to beget 
children, he muft alfo have wherewith to 
jHTovide a part of what his wife, and the 
whole of what his young children, require 
for their fupport. This is the minimum or 
the loweft price which muft be given for the 
moft common day labour. But as man is 
threatened with many dangers from fickneft 
and other accidents which render laborious 
exertions impof&ble, the wages of labour 
fhould enable the labourer to be prepared for 
thefe misfortunes, by iaving fufficiently out 
of them, that in cafes of unavoidable inter- 
ruptions to his work he might itill have 
fomething to live upon. 

To 
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To be able to fatisfy the cravings of 
hunger and thirft^ and to procure raiments 
and a ihelter againfl the inclemencies of 
weather, are not the only objects which attach 
man to life and induce him to labour. The 
labourer ought alfo to be made contented 
with his lot, and this cannot be effe&.ed 
without affording him periodical relief from 
his exertions and pofitive enjoyments to 
recruit his flrength. He ought to be paid at 
fuch a rate that thefe indifpenlable wants of 
human nature may be fupplied, and that he 
may indulge in thofe tranquil meditations 
which favour alike the development of his 
mental faculties and the improvement of his 
feelings, and help him to fulfil hk moral 
dedination. The natural price of a common 
day's labour ihould be a fum of money fuf- 
ficient to remove the wants, the fupply of 
which is abfolutely required to fupport and to 
invigorate the (Irength of the labourer, and to 
enable him to accomplifh the higher purpofes 
of his exiftence. 

It frequently happens however that men 
condefcend to labour for much lefs, or that 
thofe who are in want of labourers are 
obliged to pay more ; or in other words, the 
market price of a common day's labour is 
fometimes below and fometimes above the 

natural 
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natural price, of labour. To inquire into the 
cireumllances on which this rife wd fall 
depetids is of material importance, becaufe 
the market price of common labour regulates 
one of the elements of the coil price of every 
commodity. 

The market price of the wages of labour, 
like that of any other article, is regulated by 
the proportion of the demand to the offer. 
The demand for labour depends more par- 
ticularly on the quantity of previoufly ac- 
cumulated, flocks, which are feeking for 
employment, and on the wealth of the nation 
in general. When the clafs of labourers is 
not fufficiently numerous to anfwer the de- 
mand for labourers, the wages of labour rife ; 
when more labour is offered to be performed 
than there are capitals ready to be employed 
in labour, the wages of labour fink. 

In every country there is an average 
price of common labour, which remains un- 
changed as long as the clafs of labourers is 
not fenfibly altered in its proportion to the 
capitals which feek for employment. Where- 
ever this proportion is .advantageous to 
the labourers, their wages are high ; where 
the proportion is unfavourable, their wages 
are low. They reach their highefl price 
when, fuppofing the labour to be applied to 
the cultivation of the foil, they fwallow the 

whole 
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whole rent and leave only a very finall profit 
of ftock. Higher than this they cannot riiby 
for the capitalift muft have fomething for 
lending or employing his capital. If the 
labourer required the whole profit of ftock, 
the capitalift would neither lend nor employ 
his capital. But the wages of labour may 
fwallow the rent for a time. If the owner of 
ftock is alfo a land-owner at the fame time, 
and his foil produces nothing of value with-* 
out labour, he may be induced to employ his 
capital upon his land to obtain at leaft a pro- 
fit of ftock whilft he makes the facrifice of 
his rent. Yet the wages of labour cannot 
maintain themfelves long at this high price. 
It foon calls forth a number of additional 
labourers either from^ other countries or from 
the increaied families of the labouring claffes ; 
the offer to labour augments and the price of 
labour finks of courfe. 

When the wealth of a nation or of the pur* 
chafers of the produce of labour is great, 
the wages of labour keep along with the other 
elements of price above the natural coft price 
as long as the demand for labourers exceeds 
the ofiers to labour. But when the labouring 
clais increafes, without the capital with which 
they are paid increafing in the lame propor* 
tion, labourers are obliged to fubmit to lower 
wages. This is the only way in which more 
3 ^ labourers. 
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labourers Can be paid for with the fitme capi- 
tal. In that cafe the price of labour approx« 
imates its natural price. And when the 
labouring claffes are continually increafing 
beyond the proportion of the demand for 
labour, or when the capitals are inceflantly 
decreafing, the wages of labour muft continue 
finking until they reach their minimum. 
But they cannot get lower without fowing 
by their very fall the feeds of a freih rife ; 
their fmallnefi has a deftru£tive influence on 
the labouring clafs, and by thinning their 
ranks eSe&s a better proportion between 
the demand for, and the oiTer of labour, 
which tends to raife its price^ 

In general, however, the decreaie of capital 
has a more powerful influence in the reduction 
of the wages of labour than the increi^ of 
the labouring clafs. The diminution of capi-, 
tal reduces the fum total of the labourers' 
wages, whilft the augmentation in the 
number of working hands effects alfo a larger 
produce, out of which more labour can be 
paid. 

In a free country labour keeps more gene* 
f^y at its natural price ; there the numbers 
of labourers receive a rapid addition when 
their wages happen to be above that price, 
and they readily diminiih, ot foon produce a 

larger * 
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larger furplus of commodities. But the natu- 
ral price of labour differs in different coun- 
tries. Objects of convenience and comfort 
are fooner ranked among the neceffaries of 
life in rich than in poor countries, imd the 
icale of wants is confequently larger in the 
former than in the latter. Where flavery 
prevails the quantum of wages reils with the 
> mailers, and is regulated by their profits only. 
Vaffalage, bondage and other remnants of 
feodality are but inferior degrees* of flavery j 
they tend to bring the wages of labour down 
to their minimum. But to improve dexterity 
and ilimulate diligence coercive meafures are 
of no avail J the produce of fuch unwilling la- 
bourers is generally inferior both in quantity 
and quality to that of free labourers (u). In 
feveral inilances the work of a flave is the 
moft expenfive without being of greater be- 
nefit to its performer. Yet, when quantity 
is the principal object, feverity may fometimeSf 
enforce more labour from the bondfman than 
from the free labourer ; this is the only cafe 
in which a greater profit may be derived from 

(u) Mx. Colebrookf {in h'u remarh on the hujhandry and 
internal commerce of Bengal^ London 18069) contrafb the 
cheapnefs of the culture of the fugar-cane in Bengal with 
the extravagant pnce at which it is raifed in the Weft Indies \ 
the voluntary labours of free cultivators with the blood- 
ftained toils of reluftant flaves. * 

the 
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the labour of flaves under the fuperintend* 
ance of an unfeeling taik mailer. Even free 
individuals^ who derive a partial fupport from 
(Aher fourced, often pefform their work under 
the minimum of wages of. labour, as women 
and children, but it is only becaufe the hus- 
band or father gains part of their maintenance. 

In general labour is bed paid where it 
produces moft. Its increafed produce acce* 
lerates the accumulation of capital, and tends 
to raife its price, provided the demand be not 
diminiihed at the lame time^ Hence labourers 
and their employers are alike interefled in 
multiplying the produce of labour } as this is 
moft effectually acoompUflied by diligence, 
which in its turn is powerfully excited by 
additional rewards, thqfe who labour are not 
lefs benefited by their increafed exertions 
than thofe who grant them increafed wages. 

But produce is ftill' more increafed by* the 
introduction of machinery and a fkilBil fubdi* 
vifion of labour, (b. i. ch. iv.) which may 
fometimes prove rather difadvantageous to 
the labourers. If the demand for the produce 
is not augmented whilft a fhialler number of 
hands fuffices for its increafed production, 
thofe who are obliged to feek for frelh employ- 
ment, increafe the competition of labourers, 
which k^eps their wages down. In a rich 

H country 
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country this effect is however fcarcety ever 
felt; new occupations are foon found, and 
the apparent inconvenience of a moment is 
counterbalanced by the fuperior permanent 
advantage which accrues to the majority of 
the nation from an increafed produce^ which 
procures to a number of individuals ei\)oy« 
ments that were out of their reach, before the 
abridged procefs of mechanical inventions 
lowered their price. It is befides very rare 
that engines are fuddenly introduced, or 
labour fubdivided and abridged at once, fo as 
to leave the labourers, who are thrown out of 
employment, unprepared for the change ; and 
at all times, and in all j^ces, machinery and 
abridged labour corre6l the temporary evils 
which they infii6t, by increafing the wealth 
of the nation, and augmenting the power 
of its members to pay for additional labour. 
Common labour, for wliich there is in 
every country a fort of market price, cob- 
ftitutes, as it were, the ilandard by which 
the wages of other labours are meafured. 
Even the mod ordinary labourer is obliged 
to confume a certain dock of commodities 
before he learns to earn his bread. His 
wages, befides providing for his maintenance, 
mufl replace by degrees the finall capital fpent 
upon his education, and enable him to bring 

up 
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up hi& ehiUbren in his turn, in ofder'to. pre^ 
vent the extiii£tion of the labouring. c]fl&« 
Whenever an individual is under the neceffity 
of devoting more time to the acquifition of thet 
abilities or knowledge neceflaryfor the exer* 
ciie of his art or faence^andof employing, ai 
laiger capitsd in his education,, an adequate 
indemnily muil be provided for him in his 
wages of labour. He may be compared to>a» 
foil, oui which great iums have been expended, 
in order that itsincreafisd .fertility might yield 
a higher rent. Liberal wages, fufficient not 
only to replace the advances of an expenfive 
education, but alio to enable the labourer to 
indulge in a comfortable way of life, are 
the principal inducement to the learning of 
(killed labour j they are the confequence of 
increafed national wealth. In a rich nation 
many individuals are able and willing to pay 
the real cod price of fuch ikiUed labour< Tiie 
greater the wealth of a country, the larger is 
the quantity of Ikilled labour that may Idok^ 
for its reward ; and thofe who excel in arts 
and fciences, which require uncommon ta^ 
lents, are paid the higher, the larger the 
number of opulent individuals anxious to pot 
fe& their performances, and the fmaller the 
number of thofe who are able to fupply them 
to their iktisfa^tion. Tliere is however no 
H 2 market 
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Biarket price for the works produced by fuch 
rare^ talents, becaufe their exertion is not op- 
tional and the demand for their performances 
is not regular4 

Independent of the advances neceflary to 
learn any particular kind of labour, the wages 
ef labour are alfo influenced by every circum- 
ftance which encourages or reprefles the 
eagemels to learn, and limits or extends the 
number of thofe who perform that labour. 
Hence dangerous, difiScuH, difagreeable, dirty 
and degrading occupations ate generally bet- 
ter paid than lafe, eaiy, agreeable, dean and 
honourable employments ; periodical and foli-^ 
tary labours,^ better than thofe which are 
performed in company and from one end of 
the year to the other ; laboiurs, the fuccefi of 
which is uncertain, better than thofe the fuc- 
ceis of which is not expofed to any failure ; 
works^ in the performers of which great truft 
muft be repofed, better than thofe in the per- 
formers of which little truft is placed ; fuch 
as require unconmipn talents and rare quali- 
ties, better than thofe for which ordin&iy 
capacities and common qualifications are fuf- 
ficient; and fuch, laftly, the performers of 
which are limited in point of numbers by 
. police regulations, better than thofe which 
' are under no reftraint. But any occupation 

that 
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that has been fteadfly and exclufively followed 
for li certain length of time by the fame indi« 
viduals, and left to its natural progrefs, never 
fails to comie to the level of its natural coft 
price. 
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CHAP. XII. 
Of the Profit of Stock. 

CAPITALS, when they are not fuffered to 
lay unemployed, which is an uncommon 
occurrence, are either confumed or employed 
with the view to ^ain by their employ- 
ment. In this latter cafe the capital is either 
lent to another individual, who confumes it 
and reftores it to^ the owner out of another 
fource with profit ; or the capitalift employs 
his ftock in the payment of fuch labour as 
produces more than the value of his capital. 
The firft of thefe two ways of employing 
capital, though it may be beneficial to the 
capitalift, produces no advantage to the coun- 
try, and is not fufceptible of any extenfive 
application. The fecond is the moft general 
and that which yields the moft regular and 
higheft profits. Whatever is produced by 
means of a capital above its value is called 
profit ofjlock. 

A capital may be confidered as a machine, 
through the proper ufe of which fomething 
is to be gained. The capitalift himfelf is the 
owner of the machine, he who ufes it for the 

purpofe 
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purpoie of producing fomething ufeM mth 
it, is called an undertaker (entrepreneur J. 
The former has nothing to do but to lend it» 
to permit its being ufed^ the latter regulates 
its operations and difpofes of its produce. 
When the fun£tions*of capitalift, undertaker 
Knd labourer centre in the fame perfbn, the 
whole produce of his dock and labour belongs ' 
of courfe to that individual : but in extenfive 
undertakings they are generally different 
peribns. In either cafe we mufl diflinguiih 
the fliares of profit which are enjoyed by the 
capitaliit, the undertaker, and the labourers 
in .their relpe£iive capacities. 

The labourers, to whom the capital has been 
paid as wages, return a greater value for it, 
and it is the furplus of this value above the 
capital which conftitutes the profit of (loclu 
The capital of courfe is reilored to the capi- 
taiift: but the profit or furplus is fhared be- 
' tween him and the undertaker. The capitalift ^ 
would not lend his dock if he were to derive 
no advantage from it, aiid the undertaker 
would not undergo the trouble of direfting 
and fuperintending the application of the. 
capital, if he were not to reap any benefit 
from his exertions. What the capitalift re- 
ceives for the mere a6l of lending or for 
the loan of his capital, is called intere/l; 
what the undertaker gets for the manage- 

H 4 ment 
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ment of the undertaking or enterprize in 
which he employs the capital, is called profit 
of the undertaker^ The whole profit of (lock 
muil therefore exceed the uiual rate of inte^ 
reft when the capitalift and the undertaker 
are different individuals^* 

To know the principles which determine 
the rate of intereft, we muft begin by fupft 
pofing that there is complete fecurity that 
the capital will be repaid. If the capitalift 
runs any hazard in lending hi» ftock he gets 
paid for his rifk; he a£ts the part of an 
under^ker, and receives, along with the 
intereft, a {premium for his riik. That capi* 
tals may be amalTed with the view to lend 
them out upon inte];eft9 it is necefiary tltet 
the intereft Ihould be fo coxifiderable as ta 
render the accumulating and lending of capi-? 
tal beneficial to the owners. Tlie proved 
of enjoying this intereft or benefit may be 
called the pro3u6tion-price of capitals, oir 
more diftinfilly, the price or advantage for the 
fake of which capitals are accumulated with 
the view to lend them out. This price or 
intereft muft be higher when the capitals accu- 
mulated are finall or few, and lower when 
the capitals, amafled by fingle individuals are 
large or mimerous. Were the intereft too 
low, it would amount to a very trifling confi- 
deration upon fmall capitals, and pffer np 

incentive 
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incentive to lend them out; the larger the 
Capital that is accumulated in one hand, the 
more coniiderable is the benefit derived from 
it, even at a low r^te of intereft. In a country 
tli^ref ore where capitals ar^ fc^ce, the natu« 
ral price of intereft wiU be high j where many 
and large capitals have been amafled, ^ low 
rate of intereft >yill be fufficient to promote 
the lending and acqun;u)ating of capitals. 

The market price of intereft is called the 
rate qf intereji. Ljke the niarket price of 
pvery other commodity, it is regulated by the 
proportion of thg depiand to the offer. The 
greater the demand for capitals^ compared 
]prith the offers of capitalsi, the higher will the 
rate of intereft nfe ; the more the offer of 
papitals exceeds the. demand, the low^ wiU 
the rate of intereft fink. Whatever increafea 
the capitals and the means of lending them 
with fafety, tends- tq fink } whatever dimi* 
xiiihes the capitals and the fecurity with 
which they may be lent out, to raife the rate 
pf intereft. !The proportion between the de^ 
jnand for and the offer of capitals iqay be 
altered in a twpfold way^ Either the demand 
increafes, and the offer remains ftationary or 
does not increaf^ in the fame proportion;^ in 
that cafe the rate of intereft gets up ; or the 
offers of capitals are more numerous and the 
Remand continues ftationary or is i^ot increafe4 
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in the faiiie proportion, in that cdfe the rate 
of intereft falls. And, fliould the o^rs dimi«> 
nifli whiUt the demand incr^afes, the intereft 
muft rife fo much higher, juft as it finks fb 
much lower when the demand diminilhes 
whilft the offers increafe. 

In a country that only begins to be peopled 
and where trade is perfeftly free, the demand 
for capitals becomes briik as foon as there 
is a ready market for its produce ; the rate of 
intereft of courfe is high. But in a country 
that has exhaufted almoft all the ufual 
branches of induftry, and accumulated ex. 
tenfive capitals, there is little room left for 
their employment, and the rate of intereft is 
confequently low. Should a rich country 
fiiddenly be thrown into a fituation which 
6bftru£t8 the employment of capital, tlie rate 
of intereft would alib fink $ and there may be 
a few folitary, but rare inftances in which low 
intereft is a fign of diminiihedindiiftry rather 
than of increafing profperity. The criterion 
is infallible only under the fuppofition of a 
perfeft freedom of trade. Where this pre- 
vails, thofe capitals which find no employment 
at home ai-e either applied to a new commerce 
with diftant nations, or pafs entirely into , 
foreign countries, as will be feen hereafter. 

The profit of the undertaker is a fort of 
reward for his fliill and trouble in the manage- 

ment 
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inent of his undertaking, and for the rilk 
connected with the lame. But the reward 
or wages of an undertaker muil always be 
more cotifidferable than thofe of a common 
labourer, for elfe he would prefer being a 
common labourer, whofe occupation is not 
attended with any hazard. Befides the nature 
of his buline& entitles him to a higher reward. 
There is alfo a great difference in the profits 
of different undertakers. The competition 
among them is limited by the requifites gene- 
rally looked for in thofe to whom capitals are 
confided. They muft be poffeffed of fome 
propierty as a fecurity to the capitalift; or 
their moral qualities muft inlpire great confi- 
dence, and either muft be in proportion to 
the amount of the capitals which their enter- 
prize requires. Tliey muft -aUo be men of 
acknowle^ed abilities,, judgement and dili- 
gence. Different undertakings require thofe 
Qualities in difierent degtee^, which circum- 
ftanc^ again caufes a difference in their profits. 
Hen6e it is extremely difficult to afcertain the 
pHnciples by which the profit of the under- 
taker is regulated. It muft however be ad- 
mitt^ that the total profit of ftock ought to 
be greater than the ufual rate of intereft ; that 
the furplus above the intereft ought to be fo 
large that the undertaker may live by it 
according to his rank or fituation in. life, and 

that 
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that he may ikvg (bmething to accumulate a 
capital. Thefe may be confidered as the 
elementary principles which determine the 
natural price of tb^ profit of the undertaker. 
The market price of this profit follows the 
general rules of s^ market prices. As long 
as a country is deficient in fldlful undertakers, 
their profits s^e great; when a country 
abounds with clever men in th^t line^ their 
profits are fmall.* In a country where every 
fpeculation is unreilrained, th^ profits ^f all 
undertakings which demand an equal proper-, 
tion of knowledge and indufi^ry, are in general 
pretty nearly on a level, becaufe the numbera 
who prefs forward to engage in gainful enter- 
prizes is confiderable, and it is their competi- 
tion which lowers thdr profits. No feUfible 
difference can arife except from a greater 
fhare of fuperior talents required in a particu- 
lar undertaking ; from tlie greater hazard to 
which the capital employed is expofed; or 
from any artificial pauf^ wb^ch removes able 
undertakers from one bufin^ to ^ttra^l then^ 
to another^ When the profits of the under* 
takers are generally high, the rate of intereft 
is alfo high. In that cafe the clafs of under- 
takers is increafing-; they ftr^ve to deprive 
each other of capital by offering higher intereft. 
Where profits are (mail, the rate of intereft ia 
lieceflarily low. 

CHAP, 
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CHAP. XIII. 
Of Rent. 

RENT confits in that fliare; of the produce 
of Isuid or its value which is due to an 
individual merely becaufe he is the owner 
of that land, whether it yields its produce of 
itfelf or by means of capitals employed upon 
the foil. Rent may therefore be defined the 
net profit of a flock advanced in land. 

When a foil yields a ipontaneous produce, 
without requiring the leaft additional labour, 
the whole produce belongs to the owner as 
rent : but if any one may obtain fuch pro- 
duce for nothing, even without having any 
property in land, it has no value; it is 
only when it cannot be obtained any longer 
in that way and yet continues to be wanted, 
that it acquires a price. 

But there are very few foils, indeed, which 
Ipontaneoufly yield a produce that may be 
conlumed or enjoyed immediately without 
any kind of trouble whatever. Labour "is 
almoft alwaj^ neceffary to obtain any produce 
from the foil. . The ground muft be prepared, 
ploughed, fown, and attended to; the produce 

mi^ 
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muft be gathered, &c. In that cafe the land- 
owner cannot claim the whole produce as 
owner. He muil give part of it to the la- 
bourers as wages, and another part as profit 
of dock to him who has furniihed the necef- 
fary advances, and undertaken the bufinefs 
of preparing, cultivating, gathering, &c. 
Whatever remains, after thofe two fliares of 
the produce have been paid, belongs to him 
as landowner and conftitutes his rent. 

No landowner will fuffer ilrangers to cul- 
tivate his foil and to derive a pjpofit from it, 
unlefs fome part of the produce be allowed 
to him as rent, or unlefs the individual to 
whom he permits the ufe of his property 
guarantees him fuch a fhare. Kent arifes 
out of the power of the landowner to deny 
the ufe of his foil to thofe who may be in want 
of it. Almoil all foils to be rendered pro* 
du6live require a certain preparation, which 
cannot be effected without a capitsj. Thi$ 
the landowner will not advance unlefi he may 
hope for a rent which either infures the inte- 
reft of his capital for ever or replaces it by 
degrees. Neither wiU an undertake]^ beftow 
any capital upon the foil without the prolpe^ 
of a certain profit; nor is any labourer inclined 
to improve it by his labour withput a recom- 
pence. The annual rent of land is therefore 
3 as 
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as large as the annual produce or the annual 
advantage derived from the land^ after the 
wages of labour and the requijGte profit of the . 
capitals neceflary to obtain the annual pro- 
duce, have been dednS;ed. 

But this ihare of the landowner varies 
in proportion to the natural fertility of the 
foil and to the advances of labour and capital 
which it requires* Hence it is impoffible to 
eftablilh principles by which rents might be 
invariably regulated. It is evident, however, 
that a foil cannot afford any rent unle& its 
produce exceeds the value of the wages 
of labour and profit of ftock neceflary to 
obtain it; and that all lands yield a rent 
proportionate to the manner in which their 
produce is obtained. If it be obtained with- 
out any labour or advance, the whole belongs 
as rent to the owner) if capital and labour 
have been employed, the owner gets whatever 
exceeds the wages of labour and the profits 
of flock. The purchafe mopey of a landed 
eflate cannot be confidered as a regulator of 
its rent j it only indicates what rent the buyer 
is expecting, and is rather a confequence than 
acaufe of rent. 

In the early flages of civilization food h 
the firfl .commodity which obtains a regular 
value^ becaufe it is wanted in great quantities; 

and 
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and its produ6tion demands the aififtance of 
labour^ which limits its eventual fupply. But 
as fopn as the numbers of a nation begin to 
thicken, the materials for raiment, dwellings 
and fuel obtain alfo a value which exceeds 
the wages of the labour neceflary to procure 
them} and in proportion as opulence in^ 
^reafes, the catalogue of exchangeable com- 
modities is fwelled. Hence arifes a ilriking 
difference in the rents of land. Soils which 
grow articles of food always yield a rent, pro- 
vided the population be fb numerous that 
fuch foils be not at the free diipofid of any 
individual who chufes to cultivate them. 
Lands which yield materials for raiment^ 
dwellings and fuel, or other conveniences and 
comforts of life, alfo bear a rent whenever 
thefe productions are no longer to be had for 
the mere labour of fetching them. And 
lafUy, lands wliich yield articles of luxury bear 
a rent as foon as a nation has a great furplus 
of the neceffaries of life and of objedls of 
convenience. But this gradation fuppofes^ 
that the produce of any of thefe. three forts of 
foils does not fall below the value of the wages 
of labour and advances of capital neceffary 
to obtain it. 

As it is chiefly the competition of buyers 

which raifes the price of commodities, the 

4 vicinity 



vicinity of lands to populous and opulent 
places raifes, and the diftance from fuch 
places lowers the rent, in proportion to the 
difficulty and expenfivenefs of the means of 
conveyance. A great competition of fellers, 
even from diftant parts, ready to anfwer the 
demand for a certain produce, tends to lower 
the rent of the foil from which fuch produce 
is obtained ; and lands, wholb produce finds 
no purchafers, bear no rent at all. 

Rents being alfo influenced by the fertility 
of the foil, the rent of that foil which has the 
greateft natural fertility with refpeSt to a 
certain produce^ limits the price of the rents 
of all the other foils, the produce of which 
enters into competition with its own ; for the 
moft fertile lands regulate the price of pro<« 
duce and of courie of rents. As long tfaere<^ 
fore as the produce of the moft fertile foili 
is fiifficient for the fupply of the nation, the 
lefs fertile foils are not cultivated, and confe- 
quently unable to yield a greater rent than 
what their Q)ontaneous produce is worth: 
but when the produce of fertile lands is 
infufficient and rifes in price, this increafed 
price allows the culture of the lefs fertile foils, 
and enables them to yield a rent. And thefe 
in their turn limit the rent of fertile foils, 
whenever . a flcilful culture increafes their 
I produce. 
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produce. When the price of agricultural 
produce is a fufficient compeniation for the . 
cultivation of lefi fertile lands, rents cannot 
rife higher. The additional produce cauies 
a reduction in the price, which has the 
effeSt of lowering the rents. Only fuch 
foils will then continue to aftbrd a higher 
rent, the produce of which admits of no 
competition or which exclufively grow a 
favourite produce. The greater the competi- 
tion of lands, the fmaller the rents. Soils 
which grow produ£tions of a fmaU compafi 
and high value, yield in general a fmaller 
rent than fuch as give a produce of lefs value, 
becaufe the lands of the moll remote countries 
may enter into competition with the former. 
Laflly, lands, the produce of which is in regu- 
lar requefl and regularly obtained, bear a 
more Heady rent, than thofe the produce of 
which is uncertain and not regularly wanted.. 
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GHAP. XIV* 

Of the Proportion in "which the Element^ of 
Price regulate the Price of Cammoditiei. 
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ripHE price of moft coimnodities, is^ jCom;^ 
-*^, pofed of aji its thre^ elements, wages of 
labour^ profit of ftock, and rent. ,The rawj 
materi^s of all com^ from the foil, and 
although ibme objects, notwithftandiog the 
right of property in;land, may^ flill be had for 
nothing,, thqir numfeer. is yet contin^aljy 
diminiihijQg in every qpvffUtry w^ere incre^fing 
opulence caufes an in^jceaf^d deiQaAfi for all 
^s pjfufqfttltWjpgs. ,;.. . . 

. ;Wh^n a.coopcimodiJty cpjfts nothing (but thQ 
wages of labour, the rife and lall.of its price; 
4^peAfU mfrely oq.the high or low: price of 
l^qur. Bui the wages of l^boyr^ are an 
element of price which enters intp the price of 
all commodities. None can be brought to 
market, without labour, and as labour limits 
their fupply, it mufl be compenfated in all 
dire6lly or indirectly. When a commof^ty 
has required many and long labours, or has 
paiTed through many hands before it reaches 
the confumer, it has abforbed the advances 

I a . of 
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of a capital j the profit of flock enters there- 
fore as a feeond element into its price* If 
the Iand<K>wner has derived a rent from the 
raw material^ it muil likewiie be replaced or 
compenfiited in the price of the commodity. 

When the amount of the wages of labour 
is fmall, in compariibn to the profit of ftock 
comprized in the price of a commodity, a 
rife in the wages of labour ra^ its price 
lefs llian a rife in the profits of ftock. Such 
commodities will therefore be cheaper in 
countries where the profit of ftock is finally 
and the price of labour high, than in thofe 
where profits are high and the wages of 
labour low. But when the amount of the 
ws^es of labour exceeds the proportion of the 
profit of ftock, fuch commodities will be 
theapeft where labour is loweft; though the 
profits be higher. 

To calculate the influence of the wages of 
labour on the price, we muft not regard 
what a fingle labourer receives, but what the 
labour of the whole produce cofts. Single 
labourers may be paid better in one country 
than in the other, and yet the produce of the 
better paid labourers may coft lefs wages than 
that of thofe who are badly paid. The former 
may be more perfect, and produce a much 
larger quantity of commodities within a given 

time. 
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time* Two Englifli fawjners have performed 
in one day the work of thirty-two Indians. 

Capitals expended for raw materials, tools, 
and machines, are moftly a compenfation 
for wages and laboor* When therefore the 
elements of a commodity are all produced in 
the fame country, the commodity muft be 
deareft where the wages of laboiu* are high : v 
but when it is imported in an unfiniflied 
ftate, and the profit of the capital ad- 
vanced confiderably exceeds the labour 
wanted to finifii it, the commodity is 
cheapeft where the profits of ilock are moft 
inconfiderable. 

In all commodities that require much 
{killed labour, rent forms the fmallefl element 
of price, and is almoft imperceptible when- 
ever the value of the raw material isfo trifling 
as in a yard of thread lace. Yet when it is 
confidered that the price of food which the 
labourers confumed, and the price of their 
tools, inftruments, engines, dwellings, clothes, 
&c. contain many fractions of rent, a minute 
analyfis of price Ihows that rent, even in fuch 
articles, forms not fo infignificant a component 
part as appears at firft fight. The fliare of 
rent in the prices of raw produce is> however, 
more obvious and better afcertained, though 
Its proportion is often very different in the 
I 3 fame 
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feme article^ according to the higher or lower 
rent paid for the different foils in which it 
was produced. 

Yet, after all, rent has only the finallefl 
influence on the price of commodities* The 
loweft rent will induce a land-owner to lend 
his foil for the purpofes of cultivation, becauf^ 
he prefers the mofl; inconiiderable advantage 
to none, A rife in the price of goods raifes 
the rent of certain lands only, the owners of 
which obtain as rent what others, poffefled of 
a lefs fertile foil, are forced to pay in wages 
of labour and profit of ftock. 



CHAP. 



CH.XV* OF TH£ IKFLinBKCE^ &C. XI9 



CHAR XV, 

Of the Ir^uence of the State on the Price qf 
Commodities. 

^TPHE ftate may influence the price of com* 
^ modities in a two-fold way, either by 
increafing the charges or cod of their pro- 
dujftion, or by pofitive ena6tments which 
limit their fale and purchafe. The fonner 
is chiefly effe^edby taxes, the latter by legal 
regulations. The amount of the duty kid 
on a certain article, or the ium by which the 
tax increa&s the wages of labour, the profit 
of flock and even the rent which are the 
efficient caufes of that produce, is the exa€t 
proportion in which its cofl: price is raifed by 
the tax ; its market-price mufl; of courfe rife 
in the fame proportion, if there be no altera- 
tion in any of the other circumftances which 
influence the price of goods. With reljpefl: to 
any pofitive regulations, thofe which diminifli 
the competition of the fellers, and the quantity 
of the goods brought to market, or which 
caufe an artificial increafe of purchafers, 
tend to raife the price of commodities; 
thofe regulations which increafe the com^ 

I 4 petition 
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petition of the fellers and the quantity of 
goods brought to market, or which diminifh 
the competition, of the buyers, tend to lower 
their price. 

Prices arp raifed, 

1. By the right granted to one, or a few 
individuals exclufively, to perform a certain 
labour, to manufacture a certain article, or to 
fell a certain commodity ; as is the cafe with 
monopolies, chartered or privileged com-9 
panics, corporations, &c. ' The fmaller the 
number of individuals to whom fuch rights 
are granted, and the greater the difficulty to 
obtain fuch rights, the higher will prices be 
driven. 

2. By laying heavy duti^ on the in^porta? 
tion of foreign goods, or prohibiting them 
altogether. This excludes foreign fellers 
from the competition in the market, or renders 
their competition very difficult. 

3. By limiting the ufe of the foil. Thiai 
prevents the proper quantity of produce being 
grown. 

4. By favouring the exportation of certaiq 
commodities by means of bounties. 

Prices are kept low, 

I. By an unreilrained freedom of trade and 
commerce. 

a. By 
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0. Hy regulations favouring the labours of 
a particular dafs. This invites others to the 
lame labour/ and lowers the price of the 
produce, 

3. By regulations which exclude a number 
'of buyers from the purchafe of a certain 
produce. But thefe lower the price of that 
produce only as long as the number of pur-^ 
chafers is not increafed in another quarter, or 
as Idng as the produce is not reduced in pro* 
porjjon to the finall number of buyers. 
Prohibiting the exportation of corn feldom 
caufes lower prices. The fear of a fcarcity 
increafes the number of purchafers, whilft it 
diminifhes at the fame time that of fellers. 
The prohibition tlius operates in a way directly 
contrary to its intention. The fame may be 
obierved of the prohibition to diilil from 
com, which tends to reflrain production, an4 
confequently defeats its end. 

Regulations whiqh fix or aflefs the price 
fibove which a comqiodity is not to be fold at, 
are called qffizes. When they fix the price 
below the n^^tural cofl price, the qommo^ 
dity is no longer produced, or feeks for 
a market abroad. When they ^x it at 
the natural co^ price, they are unnecef> 
fary, unlels the competition of fellers be r^* 
ftrained Ailizes are therefore little better 

than 
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than public notices, at what prices certain 
commodities may be had, or at what price 
the feUers are able and willing to fumifli the 
lame. They are juftifiable only to prevent 
the abufes of privileged fellers. 



CHAR 
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CHAP. XVI. 

Of Dearth and Cheapne/s. 

TTVEAR is that which can be procured only 
-*^ at a high price ; cheap what is to be 
had at a low price. High and low prices are 
relative, when compared with the prices of 
other commodities, or the power topurchafe ; 
and abfolute when compared with the ulti- 
mate conilituent caufes of all prices. The 
former are nominally, the latter really high 
or low. It is the real price only which fliews 
whether the dearth be real or nominal. 

The real price of a commodity is regulate^ 
by the influence of the three producing 
powers, labour, land, and capital, the former 
as limiting its fupply, and the other two as 
^ential conditions of labour ; for labour 
without them can produce nothing, and land 
and capital may be confidered as co-labourers. 
The fum of producing powers neceflary for 
the produ6):ion of a commodity, conftitutes 
its value in money, or its price. When much 
labour, afong with its eflential' conditions, 
produces few commodities ; or what is the 
fiune, when much money purchafes few com* 

modities^ 
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modities, they are dear; when many com* 
modities may be purchafed with little money, 
or what is the fame a^n, when litde 
labour produces many commodities, they are 
cheap. 

Should human induftry fucceed in obtaining 
double the produftions of the iame kind and 
quality, with the fame quantity of labour 
with which they are now obtained, all com* 
modities indifcriminately, all other circum* 
(lances remaining the fame, would neceflarily 
be worth half the price at which they are now 
purchafed : they would be double the preient 
price if the reverfe fliould take place, that is 
to fay, if the prefent produce ihould require 
twice as much labour as it does now. Raw 
produce has no price at all, as long as ev^ 
i>ne can procure it at pleafure without trouble. 
It is the labour which it coils to obtain it that 
gives it its price. Suppoib that in a certain 
country three millions of quarters of wheat 
are produced one year by a fam of produ&ive 
powers equal to A ; in that country A will 
be the price of thofe three millions of quarters v 
of wheat, But the next year A produces 
ODly one million and a half, or b^f the 
quantity. Wheat of courfe.wiU be .double 
the pnce of the preceding year* In the' third 
year A produces fi:i( nuUions of quarters. 

Wheat 
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Wheat theft will be half the price it bore when* 
the powers exprefled by A produced three 
millions of quarters. Suppofe again that a 
fum of produ6tive powers, equal to a third of 
A, produces in the feme country, within the 
fame year when it grew three millions of 
quarters of wheat, three millions of chaldrons 
of coals ; in that cafe three chaldrons of coak 
will cod exa6lly as much as one quarter of 
wheat. Suppofe further that one hundredth 
part of the powers A obtained at the lame 
time fixty thou&nd marks t>f fine filver out of 
the mines, this filver .would be equal in value 
to the hundredth part of three millions of 
quarters of wheat, or the value of one quarter 
of wheat would be equal to two marks of find 
filver. And fuppofing laftly, that the coald 
and i&ver are not altered in their proportion 
to the producing powers, but that the proi 
port^' bf wheat changes in the manner ftated 
aboxne,itis evident that in thefecond yearth^ 
value of one quarter of wheat would be equal 
to fix chaldrops of coals, and four marks of 
filver ; but in the third year one quarter of 
wheat would be equal to only one chaldron 
and a half of coals, and one mark of fine filver. 
, It mud, however, be remembered, that when 
fuch proportions are fuddenly altered, the- 
natural coll price difiers in general very much 

from 
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from the market price, the competition of 
neceflary commodities being always very, 
great in the market, and depreffing or raifing 
them conmionly far beyond the proportion of 
the alteration in the cod price. 

The price of manufa6i;ured goods is alfo 
regulated by the quantity of the producing 
powers employed, including the coil of the 
raw material, which is comprized in the ad- 
vances of capital. Suppofe a fum of produc- 
ing powers equal to B, produces now in the 
courfe of a year one million of pairs of 
worfted ftockings: but one hundred years 
ago the fame powers produced only half a 
miUibn of fuch ftockings, it is evident that 
under that f^ppofition worfted ftockings 
muft have been a hundred years ago dpuble 
the price at which they, are fold at pf ef^nt. 
Confequently the more commodities . the 
lame producing powers produce within the 
lame given time, the cheaper is th^t com- 
modity; and the finaller the quantity pro- 
duced within the fame given time, the dearer 
is the commodity. 

At all events we muft always afcertain the 
real price of a commodity before we can 
decide whether it be dear or cheap ; and as 
money is the general ftandard of value, the 
real price of gold and filver muft be found 

out 
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out before the real dearth or cheapneik 
of any commodities can be pronounced 
upon. 

Food being the fupport of man, the un- 
qualified expreflion of cheap and dear times 
relates generally to the price of provifions. 
Hence a real dearth is that combination of 
circumflances in which it is difficult for an 
individual to obtain by his labour the pro- 
vifions neceflary for his maintenance and 
that of his family. And the times are faid 
to be cheap, when any one may obtain by 
little or moderate labour the provifions nece& 
iary for himfelf and his family. 

The only way to guard againfi: dearth is 
to effeft the greateft poffible increafe of pro- 
vifions with the finalleft poffible fum of pro. 
ducing powers. The ihorter the time in 
which, and the fmaller the expence of labour, 
flock, and foil, at which the largeil poffible 
quantity of provifions is grown, the cheaper 
the times. 

Thofe who employ themfelves in the pro- 
dud:ion of commodities which are not food^ 
mufl exchange their labour or the produce of 
their labour againfi: the labour of the huil 
bandman, or the produce of* his labour. 
When the latter gives to the townfinan, or 
any individu4 not employed in agriculture, 
X a pro-* 
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a produce the produ£i;ion of which has coft 
a fum of producing powers equal to that 
applied by the townfman to the commoditj 
which the hufbandman takes in exchange, 
they pay each other the natural coft price of 
their refpeftive productions. When both 
produce fo little that it is as difficult for the 
townfman to procure the country fupplies, as 
it is for the hufbandman to obtain the manu- 
factured goods of the town^ they are both 
warranted in complaining of dear times ; the 
dearth in that inftance is real and general. 
But when the obtaining of the neceflary 
fupplies is difficult only to one and eafy to the 
other, the dearth is merely partial, though 
real to the fuiferer. This may arife from one 
clais of productive labourers having it in 
their power to raife the market price of theif 
produce beyond its real coft price. How 
this may be effeCted has been fhown above. 

[B. I. CH. X.] 

Wherever labourers are at perfeCfc liberty to 
quit their trade and to go over to another ; 
wherever the employment of ftock is un- 
fhackled and the ufe of the foil unreftrained, 
the equipoife between the town and country 
produce is feldom interrupted or eafily re- 
ftored. But the more thjis freedom is limited, 
the eaiier may one productive clafs be op-^ 
4 prefted 
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opprefled by the other. Every fudden 
change in the quantity of the neceffary 
fupplies caufes a revolution in the price of 
commodities injurious to many clafles of 
inhabitants for a long period of time. 

A partial but real dearth is alfo frequently 
experienced by thofe whofe labour is com- 
penfated by an annual fum of money fixed 
long before the period in which they live, 
when provifions grow dearer, and their ialaiy 
In money remains unchanged. 



\ 
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BOOK 11. 

OF THE INCREASE OF THE WEALTH OF 
NATIONS. 

CHAPTER I. 

QfOie two Ways in which National Wealth 

may be increq/ed. 

THE increafe of national wealth in general 
is effe6l;ed by a conftant excefs in the 
annual produce above the annual confump- 
tion. But wealth may be meafured either 
by the quantity of ufeful produce^ or. by the 
price of that produce. It may therefore be 
increafed either by the increafe of commodi- 
ties^ or by the increafe of their price, the 
quantity of commodities remaining the fame. 
A rife in the price does not occafion a real 
increafe of wealth, except when the objects 
of enjoyment which obtain a higher price are 
really improved, and better calculated to 
afford that enjoyment, or when they are 
employed as a medium of exchange agaitift 
other ufeful things. When a commodity is 
improved by additional labour, its real value 
is augmented, and it actually augments the 

K a wealtl^ 
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wealth of the nation. Labour in that cafe, 
caufes an increafe of human happinefs. 

When a commodity rifes in price without 
being improved, it does ^ot heighten the. 
enjoyment, it only affords means of obtaining 
more obje£ts of enjoyment of others than it 
did before. The owner of the commodity ia 
grown richer : but others lofe the additional 
price which they are obliged to pay. And 
although indiv^dyals may be beqefited, the 
wealth of a nation, far from being augmented 
by a, n\er0 tife in the price of a commodity, 
would r9,!ther be diminiihed, if the real price 
of 911 things rofe, becaufe the fame quantity; 
of labour could qq longer procure the fa^ne 
quantity of pbj^s of e^jpyment as i^: ^^ 
done before. The only poffible inflance of a^ 
nation grpYTiDg rich by a rife in the price pi^ 
commodities, i&when fuch commodities axe^. 
difpofi^d of to foreign nations^ and the gop^^ 
<>bt^ined in return have not experienced a 
$milar rife in the reQ)e£liye countries from( 
Fhenpe they are iipported, Stil\ t^is wo|i^ 
^9 growing rich at the ^xpence qf others^ 
^d livs there are .very few inland or home^ 
productions of which a nation dpes, not con^ 
fume t^e gr^ateijt part, the^ nation eyen i% 
that cafe VPuld pjipbably, i(pon tl^e.^^i^olje^ 
Jofip mor^ thag il^ qould gain,' 

Area!. 



I') A;i!eo.l ami gef&iiin^ lacreafd in the "wealth 
(06 a nation takes ^pla^e ^Hen idiaiAe conii 
ihoditie» ai^e inereaied at the lawkR. pofBhle 
j^tice. ' It isi through diis cit^ciumftantoe alone 
that'obje£ls of erijoyment aredifiuf^withocii 
kny one being a Aifierer* All are ;benefited^ 
becaufe the objefi:s . of enjoyment ^ iore multt-^ 
pliedv and by their low price rendieredacceC 
fi&le to alii The greater the quahiity and 
variety of bbje^ts^ of enjoymmt whidi an 
individiiai may obtain by his laboufl^ AkA hap-^ 
|)ier (and richer ia the country; ^Onei of the 
xfqft eflential ' tehets ^srhich pcfiiical economy 
preaches to legiilators^ -is toniak^itit theif 
oUief objed; that ev^ry uieftil camm^dityibe 
prf^ticed 'and Ibld^ifi cheap is pofflbtei' This 
ektends the power bflliDying to: all< fanka; 
the aggregate of many.cbmiiMMl]feieb*of finsdl 
Valnev ifonns a tot^l valu^ far above *diat of a 
Bsw very expebfive 'Commodities: , They 
ihpply the want^ of mbny, and are preferable, 
io any J fingle article of equal value with their 
i6tality, as long as all clafies of people are 
not abundantly provided with them. Inftead 
of producing a fingle commodity of con- 
siderable value fit for the confumption of one 
individual, whilft all the other members of 
the community pine in watit, it is indeed 
much, better to produce a large flock of 
: ^ K 3 com- 
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commodittes calculated for the fUpply of 
many> though it be ntft cf a fiqperior value* 
Whenfucha ftock of commoditiea of finall 
value gets into the hands of a rich individual^ 
he cannot confume them himfelf, he nmft 
employ them in paying for ufdiil labour, and 
18 thus forced to enrich the nation, whilft 
by confuming a fingle article of equal value; 
he would: not contribute any thing to thii 
tncreafe of the wealth of th^ nation. It may 
therefoice be affirmcid that many conim6dities» 
each of which is' only poflefled of a finall 
value, but which are sdl adapted to fiippljr 
real wants, lay a more folid foundafcic^n ibf 
lultional wealth* than a few productions, the 
exchangtotfle value of; which' id equally Uigh^ 
and whi^ are calculated to fsttsfy the wants 
of only a few individuals^ ... 

But though it be the joint operation/. of 
labour, land, and capital that produces /ail 
commodities^ it, is yet capital alone which 
improves the powers. of land and labour, and 
by rendering them more productive, effe&s 
the real increafe of the wealth of nations. 
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'; t CHAP. n. 

" ^Q/'lte different Kinds ofCapUaL 

•. m;. . ; '• .••-' ^ I 

/Tt^PITAUS are either a6tive ox palRve^ 
^-^ j^qcording to tilieir being emp^i^ed ia 
f ffe^aAg fon^ uieful purpofe or not^ Whea 
a^iy^ capitals iumifk an immediate ^upply 
tp pur. wsu^lis, they are deilined for coB&ipp- 
tip^i: Mh^n they are reierved to pxoduq^ 
Refill things,; they i^:e more generally caUe^ 
produ^ive* The latter alone, by replacing^ 
^e capitals which are annually confumed 
and adding &efh ones to their number, ^^P* 
tain and increafe the national wealth* , . 

> A nation; confumes annually a ^[uantitji^ of 
fopd^ and commodities which muft be replaced 
if tl^ opulence of the country is to cojatinue 
unimpaired* Whatever is gained every year^ 
i^bove the fum neceffary to replace this con* 
fimiption, is an increafe of national wealth. 
Capitals effect this re-produ€lion by paying 
ti;ie labour which produces thofe commodities, 
the exchangeable value of which is not only 
e<)u3l9 but fuperior to the exchangeable* 
value of the cpmmodities confumed during^ 
their produftion ; and the fum of this excefs 
K 4 is 
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is the amount of the increafe which the wealth 
Cf£ the nation receives. A capital muft neeei^ 
(arily produce more than its original amount, 
for the undertaker re^diil^ k profit of flocks 
Yet it ihdreafes the national wealth, not only 
by the profit of dock, but alfo by the lavings 
tehichihd labourers, whom itfets tri a^iVity^ 
Make of that fliare which they rcJddfve as 
Vag6s of labour. Thefe fevlng^ ate * *^ay* 
itiore 6onfiderab1e in prbpdftionf, as the y^tt^eH 
exceed th6 neceflary confumptioit <^ the 
labourer ; and as the profits of ftbck' rfeprei 
ient, as it were, the wages of the capitalifif 
and undertaker, who may be confidered as^ eoi 
laboiireits, it is only the excels of their profits 
abovd tiieir cdnfumptibn which inereafes thef 
wealth of the nation. 

'A capital may operate by reihaifiing in the 
hands of its ownef', or by being circulated/ 
Of the former kind, which is called a fixed 
capital^ are buildjtigs, machines, engines, tools,' 
and imj[)lemenfs eniployed in the production of 
ufefhl things ; of ihe latter, "(rhich is called 
i^ circidating capitate ate all cottimoditieff 
employed as a medium of exchange, and 
obtaining a higher value on that accounts 
The fixed Capitsil is moft advantageouily 
employed when it obtains the largeil poffibte 
produce } this may be accomplilhed, either 

by 



hy xliibiniihing» the fixed > capital Whilft ' the 
'produce is the ikiiie ad before, '.or by in- 
cceafingt the ]]lrodute 'whilil the fixed capital 
remains tile &mii. > < ' 

Any commodity deftitied fbr fale, or to be 
Exchanged for abotlier^ bdonj^ ^td tbi&d!rcu« 
lating' capitals : Every year ^aftofthe circu- 
latiikg oapital'pafles ov6i^ to tfate'^ed (fke^ ^l\d 
tocbhfilmption; itis demoted to thefetwo^ob^ 
je6l&cfn][yin Thefcwainikrierved to j^romote 
the xirculatioit or exehang^ of cohitnodities ; 
it has JUG other dcflxAi^tioti, ^hd if is on this ac- 
dount that . money is exdufi vely confidered a9 
the-oirculathigcafpititL ':A certain '^luantity of 
money i» of> abfoiiit^ 'nedefiity itt ^ety 
counjtry^ to facilitate the exchange of com*-^ 
inoditii(3s: but the finaller the ^ Ihm, i|ie better ; 
foh tinik lk& a HBEtion ehiploys as a'^qirciilating 
iiedium, the more coiimiodities may^be ufed 
as a capital for the purpofes of produftion 
and confumption* 

The circulating capital may be diminifhed 
by the rapidity of the circulation, when one 
piece of coin, being frequently pafled from 
one hand to the other, fupplies the' place of 
many ; and by reducing the prime coll of the 
commodity ufed as money. To render a 
great fervice at a finall expence is always an 
advantage, AU labours, in which any fixed 
' '• ^ or 
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or circulatilig capitals., are employed, ma^ 
accordingly, be divided into fuch as produce 
valuable oommoditieSy and fuch as have the 
exchange of this produce for their objed* 
To the &il clafs belong the growers of raw 
prodlice, aod thofe who fit it for the u& of 
mai). To the fecond cla& thofe who buy 
^oods iaOrdcarto fell, them again, and thofe 
who a^. or &cilitate their tranfa^tioos: 
Capitals may alCb be employed in peffixiat, 
i^rvices,: which, though no component parts 
of weblth, a3;ually fupply its place by the 
convenience and enjoyment which they affimL 
To/aifiQertiiiill how, &x ;Che different employ«i 
meni^ o£ capital, contrihutii :ta increafe the 
wealth of a rodtion, ^ db^i fi^vey jtheir iik^ 
iuence u{>qn. the grotirin^ oE ra# .^piodlice, 
upon the preparation of law material^ for the 
nfe of itian^ upon trade and conuheroe, and 
upon perfonallervices.} ^ ' . 
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CHAR nr. 

QfUie Employment qf Capitdl in the growing 
qfraw Produce. 

THE labours by which the manifold pro* 
duce of the ead^ is^ obtained^ are». 
li Rural. . ecoiiomy^ pr that labour which 
pTQCuftni&om the ground the greatefl pc^bte 
quasktity : of the! . bed accommodatioiis . for 
hiuiotan fubfifteuce, — ^it comprizes agriculture^ 
property fo.called ; grazing, and the breeding 
of cattle^ i 2a Fisheries and thechace.; aiid» 
5». Mining, ox the labour which. ecKtra£ts out 
of the bowels of the ealrth metak ; metallic^ 
roiciky, and alcaline lalta ; fminecal acids i com* 
foulliblejsiinerals;. eltrthflnd iand, proper for 
divers mAiiu&i^iuj^es^ and for the improvement 
of jpobrfoil^^.and ftOuy fubftances 4ifed inr 
di£krent tirts^ Wh^i the produce of aliy of 
thefe iaiboar&p is fo cpnfiderable in value^ 
that the; advances or capitals neceilkiy to 
c^tain (it are replaced, the wealth .of a. 
nation is maintained : but when the pro^ 
duce is not entirely confumed by thofe 
who cotopetated in producing it, and part, 
of it i«. iti its. turn converted intq c!apit«l». 
4 H 
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it helps to increafe the wealth of a nation ; 
tod the importance of this increafe or furpluai 
is in proportion to its being obtained at com^ 
paratively little gtpejik^^ ind calculated to 
fupply the wants of many; In this reipe^ 
agriculture is the moil important occupation 
of a country. It fupplies the neceflaries of 
life in' the greatetl abundance, udd l^ys t||e'' 
fi>undaii^of <evety dther branch of induflr^. 
Thb'prodacing poWerd of the ground^ wKcb 
are tolerably fteady ' in their operaticoiv <^uid- 
the conftancy of the demand for the articies> 
it groiws, infure to agriculture an ihvartafale' 
pvofyentyj and enable it to pay a rent to* the; 
land«>ownery 4>efides the wages of labour and 
theprdfitsof fixK^k^ which are the fole returns 
of all other ^des of indiiftryi ^ 

Next to theoultivution of the ibil, ^d th«^ 
fearing of cdtdd, 'which is always comie6i;ed' 
"^rith ity'fifbetifes, although their produce can 
n^vdr'b^ eottijpari^d with that of agriculture^ 
s^rd^ybt'^ 'gre^ reToufdcf for fiibfiftence.' 
Theit produce augments our atiffieiits Md^ 
by diminilhing the confumptJon of am ain(i> 
mekt^ -keeps the price of thefe twb ftaple 
articles in a proper proportion to the in**^ 
terefts of the growers and of the eoniiiniand^ 
Fi&eneis, b^ides^ form the ht& fkilors^^ and 
even rit^er jSfiiing is of confiderabl^ import- 
ance. 
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ance, as it increafes , our - ei\joyiQents by 
Vaiying our food* 

. The chace affords but a very inconfiderr 
able ihare of our means of fubi)(lence, and 
puning none at all. Yet the latter yields 
numerous highly ufeful md^terials: but '\% 
cannot be purlued with any degree of aftivity, 
imlefs the: fupply. if& the firft neceifities b^ 
amply fecured to the laliouf fjrs ' by %n over, 
abundant produce of agrif^ulture. < 

(To infure fuch a produoe advances >jnuftbQ 
beftpwed upon the foil ; in prder to Jo^tuntain 
its produ6tiyenef^ in an equal degree pf, pert 
fe£tion or abundance, a proper ilOfsk of cattle 
and of implements of hulbandry muft be kept 
up; and the regular expences which recur 
every year from one harveft to the other, 
niiift be defrayed* The advances upon the 
foil dQ not expert the whole capital expended 
to be re-placed^ but only fucb a return as will 
pay the intef^ft for ever, or re-pjacg the 
capital by degree^ Along ^th a proportionate 
intereft. Th^ capital is, as it \ftfe, em- 
bodied with the land^ the value of which m 
increafed in proportion to its produqe rbgjug 
improve^pr pultiplied. X^eftpck advances 
require a gradu^ pompenfation for the wear 
^d tear, and other cafualties' along with the 
^t^efl. But the annual advances muft bQ 

ppmn 



14^ OP CAPITAL EMPLOTED IK . B. II. 

completely re-placed, together with the in* 
terefi, by the aimual produce, which muft 
befides leave a profit to the undertaken 
Hence lands, the produce of which does not 
re*place the advances and profits enumenited» 
are generally left uncultivated. 

The produftions which the foil yields every 
year are called its annual produce ; their 
totality, without any dedu£bon whatever^ 
is the grols produce; that which remains 
lliier the expences advanced have been de» 
dufted, is called the net produce* There is 
however fome ambiguity in the term net 
{produce, as it commonly means whatever the 
land-owner receives in the form of rent for 
lending his foil for the purpofes of cultivation* 
But with regard to the nation at IsU'ge, what« 
6ver remains after dedufting the neceflary 
conflimption of the labourers and under« 
takers is really a net produce^ whether there 
be a fhare left for rent in the furplus or nott 
Hence the increafe of national wealth de« 
pezids left on the net produce of the land- 
6wners and high profits of the undertakers^ 
than upon the quantity of the net produce 
in the latter fenfe of the word, or upon the 
furplus of produce being to conflderable, that 
befides replacing the advances it ferves to 
form frefli capitals. An agriculture, that 

befides 
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befides the coniumption of the hufbandmen 
barely provides a fcan^ pittance for the in- 
habitants of the counjtry^ cannot enrich a 
nation : but the wealth of a nation is in« 
creafed by any fiirplus above the confuihp* 
tion, whether it be the labourers^ the under* 
tak^, or the land-ownet^ who teceiv^ th^ 
largeft Ihare of that furplus. 
. The whole community is moft powerfiilly 
interefted in the increafe of raw produce at 
the leaft poffible expence; but every indi* 
vidual co-operator in the production is more 
interefted in the increafe of his particular net 
produce or gain. Inilances may happen^ 
though x)nLy in countries where ther^ is no 
perfeA freedom of trade and property, when 
the intereft of one co-operator in the produc- 
tion may be in contradiction with theintereil 
of another^ and with t]hat of the nation at 
large. ' An increafbd raw produce may be 
Twallowed up by the wages of labour and profit 
of flock, lind leave no addition in the rent ; in 
this cafe the land-owner as fuch has no intereil 
in fisch aA increafed produce. The Under^ 
taker fludies' to derive the greateft profit at 
ihe fmallefi^ expence ; he may be contented 
with gtovnng a fmall produce that cofl;s him 
little in preference to a larger one that cods 
bim much, and as he rifics lels and wants but 

a fmall 
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« fmaU capital, he may perfill in a mode ofi 
cujiture which i^ hjghly injurious to the 
pountry, a certaip proppntion of produce 
being, loft. Tl)e int^reii of the labourers is 
that there be as mi^ny of them employed as 
poffible, which is mpil likely to be the cafe 
when th^ qijaijtity of produce they obtain 
from the foil is coi^derable. Their intereft 
therefore cqipcid^ mpil with the general 
intereft, though it m9y W fometimes be in 
oppofition to that of the Qther co-partnera in 
the produ3;ipn. 

To obtain the largeft poiSble total pro* 
duce at the leaft poffible expences, is thQ 
higheft degree of perfedlion in agriculture* 
It requires fuch a quantity of labour as will 
confer upon the foil the greateft degree of 
fertility ; fuch an extent pf capital as will 
furniih the advances neceflary for that pur^ 
ppfe ; and undertakers fo fldlled in the applir 
cation of capital that the fmalleft quantity of 
labour may occafion the greateft poffible 
produce, or that the largeft prpduee may be 
jefie^^^d at the. fmalleft expeQce^ Afid as it is 
the total produce which increides the wealth 
of a country in proportion to the magnitude of 
the furplus that is 1^ to be converted into 
freih capitals, every abridgment or fub-divi* 
fion of labour, all forts of machines, and 

improve- 
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improvements in cultivation have a tendency 
to increafe the wealth of a nation by aug- 
menting the produce of the foil or diminifli- 
ing the expence at which it is obtained. 

Whether it be better to divide the lands 
into fmall or large parcels for the purpofes of 
cultivation cannot be decided in general. 
Hufbandry upon a large fcale appears more 
favourable to improvements in cultivation, 
to the introduction of machines, to the accu* 
mulation of capital, and to a regular fiipply 
of the neceflaries of life. But in a country 
where the nuipber of large and finall capitals 
is confiderable, it muft evidently be of great 
* advantage to have farms of various fizes. 
The proportional number towards each ex- 
tremity ought however to be fmall. It is 
from farms of the middle iize, that is to lay» 
from two to five hundred acres, that the cotn-^ 
munity receives the greateft proportion of 
the common neceflaries of life. It is chiefly 
in the cultivators of fuch farms that the 
three principal requifites of good hufl>andiy 
are met with, namely capital, fldll, and in- 
dufl;ry. But reverting to the mofl; evident 
axiom of political economy, that capital is moft 
advantageoufly employed, when a given quan*- 
tity obtains the largefl: proportion of^produce, 
it foUows that the mod profitable agricultujre. 

L is 
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is that by which the greatefl furplus of pro- 
duce is obtained above the neceiTary con* 
fumption of the cultivators of the foil, and 
that it will always be more advantageous for 
the nation wheti this furplus is divided 
among many in moderate portions, than 
when it flows into one or a few hands, be- 
caufe opulence is thus more widely difiufed. 
Befides, individuals of moderate fortunes 
generally employ their capitals in a way 
more beneficial to the induftrious inhabi* 
tants of a country, than men pofleiTed of 
exceffive wealth. Lands or farms of the 
middle fize appear therefore mod conducive 
to the real increafe of national wealth (a). 

Yet 

(a) With regard to ttc controverfy refpefting large and 
£naU farms, it has been obferved that thofe who are in 
favour of the firft ak« chiefly men of public fpirit, who 
have turned their attention to agriculture^ and having 
found or perceived that fiarmB of magnitude conduced by 
men of judgment, fpirit, and capital, abound^ in com and 
cattle of the higheft qualities, they have concluded without 
any further examination that all farms fhould be large. 
Thofe fupporting the btter poiition, with equal preteniions 
for the public good, confiil of minor gentlemen, the clergy 
and other profeflional men, tradefmen and others in middle 
life who live in towns, and who finding the prices of poultry, 
eggs and other good things, greatly enhanced of late years^ 
imagine that the modern enlargement of farms mull be the 
caufe, confequently call out loudly for a divifion of large 
farmSi in order, it may be inferred, that articles of luxury 

may 
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Yet when it is left to the inhabitants of a 
country to divide an?l cultivate the land as 

they 



may become plentiful, not regarding or perhaps not know* 
ing what an expenditure of poor men's food, is occaiioned 
by the rearing and fattening of poultry. The fame barley 
or other grain which has been ufed in rearing and fattening 
a fowl, to fupply one diih of an epicure's dinner, would 
have fumiffied a bbourer's cupboard with bread for feveral 
days. But admitting, what is obvious, that farms of 
magnitude, cultivated by wealthy and ikilful men, fumiih the . 
markets with a greater proportion of the conunon necef* 
faries of life than {mall ones in the hands of poverty ^nd 
ignorance, it is but common prudence to examine into the 
cffe^ which would follow a general enlargement of farms 
to be managed by wealthy men, and to conceive how the 
markets would be fupplied updet fuch a regulation^ before 
it be carried into effedU If in the year i8oi, when the 
country contained farms of all fizes and cultivation of all 
defcriptions, there was a general cry againft farmers for 
keeping back their com from market, what evil and out« 
rage might there not be expeded* were, all the lands of the 
kingdom in the hands of the wealthy ? If the prices of 
grain after harveft fhould not meet their expe^tions, they 
would in confequence defer to threfli out more than for their 
own ufes. And although they might have caufe of repen* 
tance the enfuing fummer, this would not relieve the dif* 
trefles of the poor famifhed in the mean time ; while on the 
contnuy, were all the farm lands of the country in the hands 
of the needy, the reverfe would be the confequence. Pre* 
iently after harveft the produce would be hurried to market 
too faft for the confumption, and the fu)(plu8 would necef* 
farily fall into the hands of dealers, who, beiides referving 
on all occaiions an aUowable pro^t, would have it in their 
power to fix their own prices during the fummer months. 

f.2 Of 
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they pleafe» the individual intereft of the land- 
owners will of itfelf difcorer the mod profitable 

mode 



Of courfe either of* thefe extremes would be produdive 
of ferious evil. What the community require with refpeft 
to ftrm produce is to hare the markets regularly fupplied 
by the growers* the immediate producers, whether of 
iregetable or of anmnd food, without its paffing through the 
hands of middle men unneceflarilyt Hence it is evident 
that to obtain a regular fupply of com by the growers 
themfelves throughout the year, cultivators of different 
defcriptkms are requifite ; needy men who want an imme- 
diate fupply of money after harveil to pay fervants' wages 
$nd Michaelmas rents; men without affluence who threfll 
out their com in the winter months ; and opulent, purfe* 
proud, fpeculafive men to fupply the markets during 
fummer and early autumn. And this moft defirabk order 
of things England at prefent happily enjoys in a confider* 
able degree* Nay, even admitting that the higher claffcs 
who refide in towns are entitled to the indulgence of 
luxuries out of the produce of lands, we fkill perceive the 
propriety of a gradation of farms, inafmuch as it fumi/hes 
large farms to feed the poor and fmaU ones to pamper the 
rich. Though in a general view of the country in this 
point, no great alterations ftre requifite, yet when examined 
in detail, it admits of fome improvement* . There ar« 
diftrtds which abound too much in finall £mns, others in 
large ones, and fome in farms much too large for accurate 
management in any vmy. And if the fubjeA be viewed in 
the hght of good government and the permanent vrrelfare of 
the country, a fimilar gradation in the fizes of farms appears 
to be confonant with right reafon* The tenantry of a 
country may be bad to occupy the wide fpace in fociety 
which intervenes between labourers and men of landed 
property $ and furdy they ought to form a regular chain 

between 



Ca.m. THB GROWTH OF PROBrCE. 149 

mode of culture. Wherever there is a per- 
fe&. freedom of property and trade, the beft 
methods of cultivation are fure to be intro* 
duced; and in fiich countries the interefts 
of the land-owner, of the fanner, and of the 
labourer, will beft agree with each other, and 



between them. But make the fanns of the country either 
uniformly lar^ or uniformly fmalU and a number of links 
wpuid be wanting* In the former cafe particularly, a wide 
breach or chafm w6uld be formedy a void fpace between « 
numerotu peaiantry and their petty lords ; a ftate of civilized 
fodety this which has no foundation either in reafon or 
found politics, which require a regular gradation from the 
peaiant to the princes and from the higheft to the lowcft m 
fociety ^ fuch a one as we fortunately find ia this country 9^, 
this time (1810). And viewing the fubjeft in a n^oral light 
the prefent order of things appears to be nearly right. If 
farms were either uniformly large or uniformly fmall,induf- 
tryt frugality and emulation, the finews and perves of fociety, 
would among the lower clafles in agriculture lofe . their 
ftxmulus. If a farmer fervant or a labourer faved a few 
pounds, or had fifty or a hundred pounds left him, he could 
not employ them in his own line of life. He would either 
difiipate themt live on them as an idler» or carry them into 
fome other line of bufinefs. Whereas at pr^ent, at leaft in 
da&n&s m which hrtn» of the fmaller fizes ftill abound, there 
we many inftances of fervants of the loweft order rifing to afi- 
fluence, merely by the help of their own induftry, frugality, 
and a natural fpirit of einulationi cheriihed and led on by 
the gradation of farms. 

It has alfo been jufUy bbferved by Mr. Malthw^ that the 
agriculture of Norway ha9 advanced fo flowly becaufe there 
are no gentlemen fanners^ who may fet the example of iro« 
proved cultivation. 

L 3 coincide 
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coincide with the national intereft. The 
contradiftion or oppofition of .thefe different 
interefts can take place only in thofe coun-i 
tries where labourers and properties are not 
perfectly free, 

A furplus of corn has no vahie unle& 
it may be exchanged for commodities of a 
different kind. An improved agriculture 
fuppofes therefore Ibme opulence in thofe 
who are cultivators of tlie foil. The more 
thefe are inclined to give for the produce of 
the fields, the greater will be the inclination 
of the hufbandman to increafe that produce^ 
and the larger will be the number of eajpitals 
attracted towards agriculture. But the opu^ 
lence of the non-cultivators mufl confifl in 
other ufeful produ6lions, which they have to 
offer to the hufbandman for his furplus, and 
, which they may either have fetched from 
foreign parts or produced in the country. The 
larger the quantity of commodities which the 
hufbandman gets for his produftions, the 
more does his wealth increafe, and the greater 
will be his exertions to increafe the produce 
of his fields. Yet if the other inhabitants 
Were obliged to give fo much of their com- 
modities for the neceffaries of life, that with 
the utmofl exertion tliey could not earn more 
than their value, wealth would flow into the 

handa 
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hands of the landholders only; the national 
opulence would not be augmented. But 
when the non-cultivators are enabled to pur« 
chafe the furplus produce of the huibandman 
with an inconfiderable part of their produc- 
tions or of their receipts, and when this finall 
portion in its tQm obtains many commodities 
for the cultivator of the foil, the national 
wealth is virtually increafed by agriculture. 
The more wealth is difilifed among all the 
• inhabitants of a country, the greater is the 
number of labourers employed ; ^nd the pro* 
portionate demand for provifions, which aug- 
ments the produce of the fields, augments 
alike the opulence of the countiy. 

But independent of the food obtained from 
the growing of corn and vegetables, and from 
the breeding of cattle, wjiich improves the 
culture of the foil, men want materials for 
clothing, dwelling, and other conveniences, 
which are alfo the produce of the ground.* 
Thefe materials are provided in abundance 
as foon as the nation is able to pay their cofl 
price. And as moft fields proper for the cul- 
tivation of fuch produce are alfo fit for the 
growing of grain, it is commonly the culture 
of corn which in a p€3>ulous country limits 
the profit of the cultivation of all other kinds 
of productions. Whenever the Rowing of 
L 4 one 
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one commodity bears a higher prolSt, fields 
are appropriated to that commodity until its 
profit is again reduced to a level with that 
of the growing of com, and whenever the 
culture of any vegetable produces lels, the 
land on which it grew is ploughed again for 
com, until the former produce, by being dimi<» 
niihed in quantity, grows fo dear that its culr 
tivation becomes once more as profitable as 
the growth of com. If things be left to their 
natural courfe, the rotation of crops will be 
regulated nearly in this manner. When a 
country begins to increafe in population, all 
the land^ which from its natural fertility 
requires the leaft labour, will be converted 
into corn-fields, the reft will be ufed as pas- 
tures and forefts. The cattle fed on fuch 
paflures, which yields a poor fupply of food 
compared with the com that might have been 
grown on the fame, conftitutes the iole profit 
of the landowner : and as the breeding of it 
requires little labour and few advances, which 
is alfo the cafe refpe^ling the management of 
foreft lands, cattle and wood are obtained at 
very reaibnable prices. But as ibon as the 
demand for com and other vegetables in» 
creaies, com rifes in price; niore lands atid 
greater expences are devoted to its culture; 
the grais lands are converted into com«fields» 

and 
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and the paftures reduced, till at length the 
advantage derived from cattle in the improve- 
ment of huftandry caufes it to be bred with 
more care, and graiTes to be grown for its 
fi>dder (6), when the breeding of cattle and 
growing of grain limit each other, as we ob- 
ferved before. The fame happens with timber. 
As long as wood grows almoft Q>ontaneoufly 
and is abundantly to be had, it has fcarcely 
any value, particularly at a great diftance 
from populous places : but when com fetches^ 
high prices, many forefts are converted into 
arable land^ and wood growing fcarcer and 
confequently dearer, artificial plantations of 
wood become as profitable, in time, as the 
growing of corn. 

Food, and materials for clothing, dwelling, 
and fuel, conftitute the principal wants of 
man. It is the abundance of fuch articles 
which lays the furefl foundation for a great 

{h) Mr. Arthur Toung has remarked that there is not a 
furer proof of the backward ftate of the country than thaf 
of meadows bearing an exorbitant price. When chalk hills 
become covered, as they ought to be, with fainfoin, the price 
of meadows finks half. When the arable lands yield neither 
cabbage, turnip nor potatoe for the winter nouriihrneat of 
cattle, hay is the only dependence. When the value of clover 
is little known, meadows mud be rated at too high a value, 
Thefe fimple inftances fhew at once the connexion and the 
caufe. 

population. 
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population. All forts of labour are willingly 
performed in exchange for a regular fiipply 
of the neceflaries of life, and fuppofe a pre- 
vioufly accumulated ftock of provifions, the 
culture of which is of courfe the more pro- 
fitable in proportion to the quantity of aliment 
obtained from a given field at a fmall expence, 
and to the length of time they can be kept 
withput being f^ioiled. The advantages of 
the different branches of agriculture, breeding 
of cattle, horticulture, fifheries, and the chace, 
relatively to this point, are eafily compared. 

When population is increafing and a fuffi^ . 
cient ftock of provifions accumulated, other 
uieful raw materials contained in the bowels 
of the earth are extra6ted by the application 
of human labour. Metals and minerals fur- 
nifh us with the moil important tools and im* 
plements in the arts, with the mod convenient 
commodity for a medium of exchange, and 
with the moft agreeable fuel; they greatly add 
to the folidity and beauty of our dwellings, 
and to the improvement and decoration of 
our furniture and utenfils, and they afibrd us, 
befides, innumerable other enjoyments, and 
are as much component parts of wealth as the 
provifions obtained by the indufi:ry of man, 
and, like them, proper obje£ls for the employ- 
ment of capital. 

But 
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But the employment of capital in the pro* 
duftion of raw materials has its limits. A field 
can produce only a certain quantity of vege- 
tables, a mine can yield only a certain quan* 
tity of metals and miner£^s. If more labour . 
be applied to either than is neceflary to obtain 
that quantity, it is labour thrown away. 
Every field, every mine, cap employ only a 
certain capital. And although a highly im- 
proved culture or additional labour may force 
fome foils to yield more, there are yet many 
lands that do not reward this additional 
labour, as they don^t even produce the amount 
of the labourers* confumption, which is the 
leaft they ought to produce. No advances 
can be beftowed upon fuch foils ; they mull 
be devoted to the growth of an inferior pro- 
duce that requires little or no labour. But if 
even an excefs above the confumption of the 
labourers could be obtained, the value of the 
furplus would not replace all advances, nor 
yield the proper profit. It is only a rife in 
the price of agricultural produce which can 
efie6l this. Hence the number and amount 
of capitals employed in the cultivation of the 
foil depends chiefly on the regiilar price of 
its produce. There are however many coun- 
tries in which the gFound is neither fo weU 
»or fo generally cultivated as the price of 

corn 
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eom feema to allow, and as it would be done 
were it not for the numerous obftacles that 
prevent the employment of capital in agricul- 
ture, fuch as Uie remnants of the old feudal 
laws, which keep fome lands infeparably con* 
nested with certain &milies ; laws of primo-^ 
geniture and entail (c) ; lands pofleiTed by 
municipal bodies, churches, colleges; the 
toleration .of commons ; the right of chacing 
or hunting on another individual's foil } limi« 
tations in the ufe and iale of land, in the 

(r) It is true, that in a country where capital overflows, 
as in England, the expedient of long leafes may, to a confi- 
derable exten^, fupply to agriculture the means which are 
driven from it by primogeniturefhip and entails. It becomes 
in this manner again fubdivided into portions which in^yidual 
attention is competent to embrace, and if fair and ample fe» 
curity is provided for the enjoyment of the produce during 
a fufficient number of years, adequate motives are afforded for 
coniiderable' exertions, and the application of confiderabfe 
capital to increafe the produdkive powers of the foil* But 
how feeble muft be the motives for exertion and expence 
where a man regards the foil as the property of another, and 
refle6^s that the produce only of a few years muft be the fole 
reward of his labours and nfk, while the permanent benefit 
goes from him to a ftranger 1 How feeble the motive of this 
man to the motives of him who is improving his own foil, and 
coniiders that the benefit of his exertions may redound to 
his lateft pofterity! The Weft Indies have attraaed fo 
much capital, merely becaufe there the cultivator is at once 
the cultivator and the owner of the foil ; and entirely fimilar 
is the operation of iimilar caufes in the United States of 
America. See EJin. Revuw^ 

mod^ 
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mode of culture (^0, in the trade with its pro- 
duce (e) ; the degradation of the labourer by 
llavery, vaflalage, villainage, bondage; and 
contributions in kind- Agriculture under 
more favourable circumflances would attract 
more capital and yield a greater produce. A 
couiltry'life is eminently conducive to health, 
and confers a high degree of independence 
upon a capitalift. Befides capitals devoted 
to agricultural improvements are . moft fe« 
curely placed. They are, as it were, identi- 
fied with the foil ; they ingraft upon it an 
almoft everlafting fertility, which affords a 
perpetual intereft. They procure alfo a 
permanent advantage to the country; for 
once combined with the foil, they cannot b^ 
levered from the ground and remlun, into 
whatever hands the land may pafi. 

When ail the raw |^oduce on which labour 
can be beflowed with profit is obtained, the 
richeft mine of national wealth is opened, and 
in this reipeft Bifhop Berkeley was perfe6lly 
right when he afferted, that a nation with a 
large and fertile territory might grow richer 
every year, though furrounded with a wall of 
brafs a thoufand cubits high. Biit the foil of 

(</), There was a law is Spain, by which individuals were 
even prohibited enclofing their grounds. 
{e) Such as prohibitions to diftil from conu 

4 a coun- 



I58 Ot CAHTAL EMPLOYED^ &C. fi. tl# 

a country may yield the utmoft furplus of 
provifions and raw materials which it poffibly 
can yield. Such a country, fuppofing that 
the inhabitants cultivate the foil only, and 
purchafe the productions of arts and manu- 
£i&ures with the furplus of their raw produce 
from other nations, would, in that cafe, have 
reached the maximum of population, as no 
more capitals could be employed, and of. 
courfe no more labourers maintained* An 
inftance of that kind has, however, never 
occurred yet. As thofe who have provifions 
and other raw materials in fiq>erabundance 
want commodities of a difierent fort in ex* 
change for their furplus, people are never 
wanting who lludy to fupply the growers of 
raw produce with articles of convenience and 
comfort. Hence in every country large capi« 
tols are alfo employed upon other obje£ts. 



CHAP. 
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CHAR IV. 

Of the Employment of Capital in the Labout 
Jiiperadded to the rem Produce. 

WERE men confined to the raw produce 
of the foil, their enjoyments would 
be extremely limited. Very few raw mate* 
rials can be ufed in the form in which they 
are obtained. Almoft every produdtion re« 
quires a certain modification or tranfinutation. 
Even many of thofe produ6lions which are 
deftined for food, demand a more or lefs 
complicated preparation, and the materials 
for clothing, building, and other purpofes, 
want the combination of different abilities 
and powers. A maintenance mufl be pro- 
vided for the labourers, the neceffaiy raw 
materials found, dwellings ere6led, machines 
fet up and kept in repair, implements and 
tools procured. All this requires adequate 
capitals. Before fuch are accumulated, the 
land-holders devote only fmall flocks to pro- 
cure the ufeful things they want, and eatruft 
the raw materials to workmen under their 
own eyes, to whom they pay wages of labour ^ 
or they fell thofe materials in trifling quan- 
tities 
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titles to thofe workmen, and^ purchafe them 
back again when they have been transformed 
into the fhapes beft adapted for their ufe. 
In either cafe the fmall capit^ds thus employed 
fwell to a confiderable amomit, and conilitute 
an important part of the wealth of a nation. 
They fupport a great number of individuals, 
who frequently amafs frefh capitals out of 
the fmall portions which pafs through their 
hands. 

Experience, however, has fhown that many 
commodities may be procured at a much lefi 
expence, when an undertaker manufa6):ures 
them upon a large fcale, and employs different 
hands to perform their different parts. Indi- 
viduals who engage in fuch undertakings are 
called manufad:urers. It is the divifion of 
labour which enables them to iumifli that 
profufion of accommodations with which the 
life of man abounds in civilized fociety. 
Their capitals muftbefufficiently extenfive to 
purchafe materials, to ere6l and repair build- 
ings and machines, to advance the workmen's 
wages, and to keep the manufa6l;ured ftock 
on hand without any interruption to the 
manufa6lure, until it can be profitably diQ)ofed 
of. The value of the manufafikured com* 
jnodity muft not only replace the capital 
advanced for materials and wages of labour, 

and 
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and part of the fixed capital, but alfo yield a 
profit adequate to pay the ufual rate of in- 
tereft, and to leave a handfome compenfation 
to the manufa6lurer or undertaker for his 
(kill, and for the trouble, rifk, and incon- 
veniencies attendant on the enterprize. This 
net profit ought to be fo large that the manu- 
fa6lurer may live decently upon it with his 
family, iave fome part of it for times of need, 
and accumulate freih capitals. When it is 
only adequate to his fuppoit, he may, indeed, 
employ the whole capital again ; . but the 
wealth of his country, as well as his own, 
remains ilationary with refpe^t to his enter- 
prize. When his profit is fo inconfiderable, 
that he confum^s a part . of his capital, the 
national wealth is a fufferer by his enterprize. 
.Whatever he gains above his neceffary fupport 
may be employed in additional profitable 
undertakings, and increafe his wealths 

But the queftion is, whether the wealth of a 
nation be increafed by the gains of the manu* , 
fa£lurers, or whether, being taken from the 
pre-exifting wealth of other individuals, their 
gains ought not rather to be confidered as a 
mere transfer of wealth. When the profits of 
the manufacturer arife from his augmenting 
the quantity and improving the quality of his 
tt^ . M commo- 
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i^ommoditjr^ hy hfs diligence and Hull in the 
dire6tion acnd abridgement of labour^ he pro- 
duces a greater amount of ufeful things^ and 
evidently helps to increafe the wealth of the 
country. But when his profits are derived 
from an accidental or artificial riib in the 
price of his goods, without their being either 
improved or multiplied, others lofe what he 
gains, and the nation is no ways benefitted, 
unlefs this higher price be chiefly paid by 
foreigners in commodities which have not 
rifen in price. 

The phyfiocrats afSrm that the wealth of 
a nation gains ho increafe whatever from the 
produ6lions. of art and manufa6lnres ; that 
they occafion a mere barter of commodities, 
which only preferves the original wealth of 
the country under another form. ** All the 
^* manufaftured goods of a country," lay 
they, ** are paid for with that fhrplus of raw 
" produce which remains, after dedu6i:ing the 
^^ confumption of the cultivators and land- 
" owners ; the aggregate of the manuiaftured 
" goods is worth as much and no more. It 
" reprefents the furplus of the raw produce, 
" and preferves it longer in ufeful fhapes and 
«* forms. It is only a derivative wealth which 
** can never exceed the value of the raw pro- 

^^ « duce 



<' duce given in exchange. It ca^not enter 
*^ into the account of national wealth. Tlii9 
^^ confifts &mfiy in the annual furplus of the 
^^ xuw produce of the foil, which is always 
*^ equal to the vahie of afl the produdtion^ 
<* of arts and manufaftures Stained in the 
** courfe of the year." 

The fallacy of this argument is obvious. 
It is not true that tlie manufactured articles 
are not worth more than the raw produce 
employed in and confmned during their 
&brication» Befides foqd and other raw 
materials, manufacturers want commodities 
and perfbnal iervices, which are, not pur- 
.chafed with raw produce. Even the mod 
common day-labourer purcha&s other com*- 
modities than victuals with part of his labour. 
The furplus of the value of manufa^ured 
produftions, above the raw materials . con?- 
fumed, is a value abfolutely unconnected 
with the value of any raw produce. It is 
with one part of their work only that the 
manufacturers reprefent the furplus of raw 
produce obtained in the country. With the 
remainder they obtain other valuable com- 
modities, and one manufactured article is 
c(Mnpen{ated with another without any. inter- 
vention of raw produce. As far as mamK. > 
fa^ured goods exceed the value of t^e furplus 
u 2 of 
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of the produce of the foil confumed iii and 
during their fabrication, they a^ually forni 
a real primitive increafe cf national wedth, 
which has no correfpondent value in the ra\9r 
produce of the cdtintry, but forms an inde- 
pendent new Value. 

Manufactures yield a net pr6duc6 lSk6 
^riculture. The net produce of agrictilture, 
namely, dded not proceed, as hail beea 
imagined, from the cireumflance that the 
natural powers of the foil pfoduce fomething- 
without labour. The natural powers of the 
manufacturer do the fame. His g^niud, his 
Ikill contribute as much t6 the profitable 
tranfinutation of raw materials and atigmenta^. 
tion of ufeful commodities, as the natural 
|>roperties of the foil do to the improvement 
and increafe of the fruits of the earth. And 
aire not fire. Water, dnd air, which affift the 
manufacturer's labour, natunll powers too? 
The net produce or rent in agrictdture Krifelli 
only from the land-owner having it irt his 
option to withhold his land from cultivation, 
until the farmer agrees to give him piart of iti 
produce, in return for his petmiflk>n to ufe 
his property for the purpofes of cultivation. 
But it is for the very feme reafdn thitt the 
manufacturer obtains a net produce. He 
withholds the genius, the (kill, the talents 

neceflary 
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Heceflary for tlie prc^t»ble employment of 

^QipitsA in manufacture, until he obtains a 
net profit. The only difference is this, that 

.the land-^holder is owner of external, and the 
manufadburer of internal natarp. As both 

.concur in producing ufeful things, thofe who 
want i^ither mull pay for them. Genius left to 

^tfelf mfiy Ibmetimes produce fomething by 
way of amufement, jufl as foil left to itfelf 
fometimes yields valuable fpontaneous prq- 
dufitions. Both produces have no exchange- 
able value before they arc wanted. If by a 
flulful application of capital the manufacturer 
multiplies ufeful things, to that their coft 
price is lefs than before, he fenfibly increafes 

. th^ wealth of the nation. Whilfl he derives a 
greater profit from his talent, the confumers 
of his commodity obtain more objects of 

. enjoyment. The more varied and multiplied, 

. and the cheaper the manufactured goods of a 
country, the greater is the power of a nation 
to fupply its wants. 

The fertility of the foil is circumfcribed 
within certain bounds. Its cultivation admits 

.only of a certain quantity of labour and 
capital, confequently it is only a certain 
number of individuals that; can live by agri- 

^pultural purfuits. Manufactures have no 

. at:her limits than that their articles cannqt I^e 
M 3 multi- 
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multiplied beyond the valu^ of exchange. 
But as human invention is every day diH 
covering new objects of enjoyment^ and frefli 
improvements in the accommodations of life, 
a progreffive increafe of capitals may be em« 
ployed in manufactures almoft ad infimtum. 
The extenfion of manufactures is alio a prin« 
cipal caufe of the rife in the value of provifions, 
and confequently of an improved agriculture^ 
By augmenting the number of labourers, it 
increafes the demand for food, and occafions 
a more perfe6fc mode of culture in good foils, 
at the fame time that it pays the expences 
for attempting the tillage of poor lands. And 
the value of this increafed produce is not 
only re-placed or compenfated by the manu* 
fadhired goods, but whatever is manufactured 
above that value is a clear addition to the 
wealth of the nation, Befides, as manufac* 
tured goods are always wanted by the owners 
of raw materials, a manufacturing country, 
the raw produce of which is infufficient for 
its home confumption, is generally enabled to 
import fuch raw produce from foreign nations 
in exchange for its manufactured commo^ 
^ties. 

As provifions and com in particular are 
nniverfally wanted, agriculture attracts the 
firft attention of every civilized people. No 

country 
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country can purchafe grain from another as 
cheap as it may be grown at home, if the 
land be fertile. The cultivation of good foils 
is alt^ays the firft occupation ; and, as long as 
the inhabitants are few, provifions are cheap, 
but labour is very dear, efpecially when there 
is a confiderable exportation of food. Hie 
jgreateft part of the produce pays for labour, 
rents are unimportant, and manufa6lured 
.goods are obtained from fuch countries where 
labour is cheap and provifions dear. Under 
fiich circumflances agriculture is more pro- 
fitable than manufactures, a&has been hitherto 
(181 1) the cafe with the greateft part of the 
United States of America* But when the 
growing of com coils more labour than what 
it can be purchafed for from abroad, it is 
evidently more advantageous for a country 
to apply preferably to manufactures, and to 
leave thofe portions of its foil which require 
too much labour and capital, the produce of 
previous labour, in an uncultivated (late, until 
provifions can no longer be obtained from other 
^Wtiom at a low price. The obloquy thrown 
upon £ngland for applying fo much to manu- 
. f a&ures, and importing com from abroad, is 
therefore undeferved. . The effeCls of impor- 
tation, even at a high pxice, are always 
ultimately beneficial; they afford the mod 
M 4 power- 



1 68 OF CAPITAL EMPLOYED B. If. 

powerful incitement to the cultivation of 
waile lands and poor foils. 

It is an unerring principle in political 
economy, that the cheaper, or the finaller 
the quantity of labour with which, commodi- 
ties of all kind are purchafed or grown, the 
richer and the happier the nation. Every 
one then obtains much for his labour, 
enjoyments are multiplied, the furplus of 
commodities is enlarged, and a vail addi- 
tion made to the capital of the nation. 
There are inftances, however, in which high 
prices may be confidered as a fign of in- 
creafed and increafing opulence. When a 
rife in the price of commodities proceeds not 
from a diminution of dock, but from an 
increaled, demand, it denotes an augmented 
power to purchafe, or greater wealth. The 
higher price pays more labour, a larger pro-' 
duce is obtained, and wealth of courfe 
increafed. This is generally the cafe with 
agricultural produce. The more labour is 
beflowed on the foil, the more corn is grown, 
and this labour may be continued with advan- 
tage as long as its produce exceeds the c6n» 
fumption of the labourers. But the more 
the growing of com coils, the higher is its 
price. Com, therefore, mull be dearer in 
proportion to the increafe of the popolation 
I which 
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which wants to be fed, and to the growing 
c^ulence of the nation at large. A more 
extenfive cultivation of the foil is a confe- 
quence of labour becoming cheaper by means 
of an inci^eafed population ; the labourers re* 
ceive a fmaller portion of produce as wages, 
and the remainder goes to augment the profits 
of flock. But the higher raw produce rifes, 
the more do manufactured commodities, 
decline in price. In proportion as -the 
demand for the latter increafes, they are 
multiplied and improved, and they attrafifc 
large capitals and numerous fldlful under- 
takers. By tiie help of machines and an 
intelligent fiibdivifion of labour, much is 
produced at a firiall expence; confequently 
a fmall quantity of com, which colls much 
labour, will purchafe many manufactured 
articles, 'which, from the improved progre^ 
of the workmen, coft but little labour. Manu- 
faftured goods never fail to grow cheap, in 
proportion as com gets dear. Where this is 
the cafe, capitals are rapidly increafed, and 
th^ competition in feeking for employment 
lowers the rate of intereft. Thejabour 
of the undertakers grows alfo cheaper, be- 
caufe their numbers and their fkill ace 
increafed. 

When 
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When wealth and population are progreffive 
in a country^ agriculture and manufaflures 
advance both with equal fteps, but on di£- 
ferent principles, llie rents of good foik 
increaiby and the raw produce obtains higher 
prices^ in (pite of its being augmented every 
year on account of thofe higher prices ; wfailft 
in proportion, as opulence is diffiifed, profits 
of ftock and the rate of interefl decline : but 
the aggregate of the lower profits of a rich 
country remains ftill greatly fuperior to the 
total amount of the higher profits of a poor 
one. The profits of manufa&urers are 
alfo progrefllvely dimimfhing, and their 
produce declining in price, becaufe it is 
more multiplied by art^ that is to fay, pro- 
duced at lefs expence. But though tUe 
rents of land be rifing, capitals canqot be 
more profitably employed in lajid.tbaii 01 
manufactures, for the price of land rifes with 
its rents. He oniy who has purchafcid laqd i^ 
^bad times is a gainer, whiUt he who iias 
bought moveable property in bad 1;kae3 is a 
fufferer by the increale of national wf^th, 
for the rate of interefl^ finks» andean :equ$l 
quantity of capital commands le& foodrthan 
4>efore. Helofesi]).atwo«£bld^miinrier. . % 
There are, however, many etotfirpri^s 
which cannot be well conducted upon a large 

fcale 
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fcale. They require conftant attention, and 
their produce not being wanted in large 
quantities, they cannot employ large capitals. 
Even in the moil wealthy countries fuch 
undertakings are left to finall capitaliils, who 
combine the fun6lions of undertaker and 
labourer, or who fuperintend an inconiiderable 
number of workmen. Many labours, befides, 
cannot be performed before-hand, but muft 
be executed on the fpot where they arc 
.wanted. The amount of capitals employed 
and accumulated in thefe occupations is in 
every country extenfive, and always in pro* 
portion to the opulence difiufed among the 
inhabitants. 

When the employment of capital is un- 
ihackled, every imdertaker chufes what he 
conceives the moil profitable undertaking; 
the profits are pretty nearly upon a level and 
the gain of one undertaking is generally not 
much above that of another. If the profit 
of any enterprize be known to be great, it 
immediately attra^s more capital, which dr- 
cumftance foon reduces it to the general 
-ftandard ; or if aa undertaking be attended 
with much rifle, or if on account of the rare 
talents and flcill which it requires, it be un- 
dertaken by a few individuals, a greater pro- 
fit is enforced : but as fuch undertakings are 

'generally 
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generally expofed to fludtuatioDs and l^ofles^ 
the natural gain upon the whole is perhaps 
not increafed. When capitals are forcibly 
diverted from certain employments^ the un« 
dertakers are enabled to gain more» they 
have it in their power either to diQ>ofe of 
their commodities at a higher price or to fell 
inferior articles. They are then in the a£tual 
pofTeffion of a monopoly. When certain foils 
yield exclufively a commodity much in re* 
queft, as the finer wines of the Cape and 
Hungary, in which cafe the higher profit goes 
to the landowner in the form of rent ; or 
when an individual is poflefled of fuch ex* 
traordinary talents that no one can vie with 
him in the performances of his art; the 
monopoly may be called a natural one. But 
when it arifes from privileges authorizing 
only one or a few individuals to carry on a 
certain bufinels -, or from corporations, com* 
panics, &c. which render t)ie accefi to cer^ 
tain undertakings difficult or fubje£fc the 
undertakers to a long and tedious apprentice- 
ihip, the monopoly is an artificial one, and 
contrary to the general interefts of the nation. 



CHAR 
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CHAP. V* 

tlfthe Emphyment, of Capital in Commerce. 

COMMERCE or trade in general bufies 
itfelf with the pur chafe of commodities 
for the purpoie of feUing them again. It 
t^onveys the fiiperabuhdant commodities of 
■one place to the fpot whei^e they are wanteds 
Nature has given to almoft every country a 
peculiar production ; to England her tin and 
her coals^ to Sweden h^r ii'on, to Porti^ 
htf wines, to China her tea, and to Peru her 
gold and iilver. Commerce takes the fur- 
plus of one country or of one individual to 
transfer it to the country or to the infUviduaJi 
that is in need of that furpliis« This it ac* 
complifhes by re^placing to thofe who have a 
furplus of a certain article, the v^ue of that 
furplus in fuch commodities as they happep 
to want. He who mak^ commerce or tradp 
^is principal occupation is a merchant^ 
tradefman, dealer, &c« 

Commerce, as it depends not upon a dom* 
petition but upon a combination of interefts, 
Js bed fupported by a perfect freedom of in- 
tercourfe*. The greater the range of the mer« 

- chant. 
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chanty the more confiderable are the benefits 
which he confers. On one hand he renders 
fervice to the growers and manu£i6i;urers by 
laving them the trouble of looking out for 
buyers^ and by re-placing immediately the 
value of their commodities, which enables 
them to produce new flocks. On the other 
hand he renders fervice to the confumers by 
faving them the trouble of looking out for 
the commodities which they want. The 
value of a commodity is never complete be- 
fore the commodity reaches its confumer. 
\niatever expence it incurs till it gets to his 
handsy is its real coft price. Were t^he grower ' 
or manufa£turer obliged to look out for the 
-confumer, the latter muil refund him th^ 
^xpences this occafions ; were the confumar 
obliged to go to the grower or manufacturer 
for the commodity he wants, he mufl add 
:the'expences incurred to the purchafe-price, 
in order to afeertain the whole value of the 
commodity. The merchant performs this 
office in general much cheaper than the 
(grower, the manufacturer or the confumer^ 
and in moft cafes the price of goods is the 
lowed when their collection and conveyance 
to market are e^oBted by individuals who, 
having devoted themfelves exchdively io k, 
ihave acquired particular ikiU and dexterity 

in 
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in the bufinefi. But the induflry di thd 
merchant) like the labour of the grower and 
manufii£i;urer) mud be compeniatecL By 
completing the ufefulnefs of the commodity 
at the loweft poi&ble expehce, he imparts to it 
a real additional valile and coniequently helps 
to increafe the wealth of the nation. 

This additional value imparted by trad6 
to any commodity is equal to the intereft ct 
the capitals employed in its purchafe^ con-* 
yeyance, and houfing, till it reaches the con* 
iumer, and to the profits of the perfbns coik 
cerned in thefe tranfa^ons. TTie furplus of 
intereft, profit, and wages of labour above 
the confumption neceflary for the carrying 
on of their bufineft which the individuals 
engaged in trade derive from the increafe^ 
coft' price of goods, is the exaft proportion in 
which the national wealth is direftly in- 
creafed. Though other commodities be 
confitmed during the operations of com- 
merce, they yet don't amount to the whole 
value of the labours or fervices performed ; 
part of this value remains as a frefli capital 
in the hands of the merchants, bankers, 
dealers, labourers, mariners, waggoners, ware-^ 
houfemen, &c., land forms a reial increafe of 
national wealth. That this additional value 
is paid for by the confumers in othei; coni- 
3 modities. 
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indditiesy detra^s nothing from ite beneficial 
effe€l9 fince the confumers obtain a complete 
equivalent in the purchafed commodity. 

But the principal advantage of commerce 
is that it enables us to get what we want by 
giving what we have no ufe for, and ftimu- 
lates our induftry to increafe that furplus 
which is good for nothing elfe but to be 
exchanged for other ufeful commodities. It 
is me4iately or indiredlly that commerce 
helps mod to increafe the wealth of nations* 
.It takes the furplus of whole provinces iand 
diftant countries, and conveys to them an 
equal value in the commodities which they 
want) their furplus of coyrfe would Aot 
have been produced, had it not been for the 
hope that commerce would fetch it away. 
It provides the undertakers with frefh capi- 
tals the inflant their goods are finifhed, and 
.by enabling them to continue their bufinefs 
withomt interruption, it keeps their activity 
and induilry alive. It faves the confumers 
confid^rable expences^ and affords them every 
commodity at the loweil poffible price. An 
artificial riib in the profits of the individuals 
engaged in commerce has no better effe£fc on 
the increafe of national wealth than any 
other artificial rife of prices. The con- 
fumers in that cafe are fufferers by the furplus 

which 
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which the merchants receive improperly; 
they are obliged to part with a greater por« 
tion of their property than is needful, and 
their means of enjoyment are abridged. 
The national wealth would a6iuaUy be 
diminiflied if thofe who reap the artificial 
benefit might have derived equal profits from 
other fair employments of capital. Com- 
merce, far from increafing national wealth, has 
rather a contrary tendency when its profits 
are effe6i:ed either by monopolies, companies, 
corporations, and any other artificial regular 
tions, or by accidental circmnilances which 
drive the market price far above the coil 
price, apd by gambling Speculations. 

Trade in general may be divided, with re^* 
gard to the quantity of commodities fold, into 
wholefale and retail trade; with regard to 
the countries where the purchafes and iales 
tai^ place, into the inland or home and 
foreign trade ; and with regard to its parti*, 
cular object, into a coniiimption, tranfit, and 
carrying trade. 

The wholefale trade replaces the capital of 
the growers and manufacturers; and the retail 
dealers taking their goods of the wholefale 
traders replace their capitals, and obtain their 
own advances back s^gahi, in fmall portions, 
£:pm the confumers. 

w The 
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The inland or home trade is that which it 
carried on between the inhabitants of the 
ikme country. It confifts in the exchange 
of the iiiperabundant commodities of one 
pkce or province for thofe of another^ Both 
trading places or provinces are gainers by 
this trania£tion« One parts with a furpluf 
which has no value but as far as it obtains 
more ufeful commodities in exchange^ and 
the other receives goods preferable to its 
own fuperabundant produce. Both encou« 
rage the further produ6tion of their commo- 
dities by compenfating their value to each 
other. Their advantages are reciprocal. 
Each obtains from the other a capital which 
is more profitably > employed, and if theie 
capitals be of the fame amount and equally 
well applied, they both grow rich in the 
lame proportion. • If one emplojrs only na^ 
tive labourers and the other pays alfo for 
foreign labour, that province which employs 
its whole capital at home, is the greateft 
gainer, though the other is by no meana 
a fufferer ; only its profits are leis. 

Foreign commerce h either a foreign 
trade of confumption, or a tranfit, or a mere 
carrying trade. The firft confifts in con- 
veying home produce to a foreign counliy 
and importing foreign commodities fbr it in 

return; 
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return; the fecond in conveying foreign 
goodi^ through our own country to a foreign 
country with the afiiftance of either our 
own or foreign capital ; the lail in carrying 
foreign commodities from one foreign coun* 
try to another*. 

The foreign trade of confhmption intro^ 
duces new commodities, and is in fa6t merely 
anextenfion of that divifion of labour, by which 
lb many benefits are conferred upon the human 
race. If one country produced no com, but 
raifed twice as much cotton as it had any 
uib for, and another had a great fiiperfluity of 
com but no materials for clothing, the com«^ 
merce between the two countries would be 
highly beneficial for both, as it would ilimu4 
late both countries to enlarge the quantity of 
of their exchangeable produce. A foreign 
trade of confumption affords, however, only 
half of the advantages which are derived 
from an inland trade. One capital only 
occupies the induftry of the country and in-^ 
creafes its gains, the other has the fame bene* 
ficial confequences in favour of the foreign 
country. The nation again which iurniihes 
tlie other with nothing but home produce, is 
more benefitted than that which is obliged to 
give part of foreign produce in exchange. 

Yet if a nation is in want of a produce, 
N 2 which 
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which either grows or may be had abroad 
cheaper than at home, it is evident that it 
cannot obtain that produce unlefi it confenta 
to tranfinit a capital to the foreign country, 
and that it would iacrifice a ilill burger capi* 
tal if it attempted to grow the produce at 
faome, fince it could have produced an equal 
value in other commodities and ftill kept a 
iurplus if it had exchanged thofe commo« 
dities for the cheaper foreign produce. A 
nation is always a lofer if it periifls in pro* 
ducing commodities which it can purchaie 
cheaper abroad* The quicker the merchants* 
capitals are replaced, the more advantageous 
it is to the country ; they may be fo much 
more frequently applied to the growing or 
producing of frefh commodities. ^Hence the 
trade with adjacent provinces and not fat 
diftant countries is more advantageous than 
the trade with remote provinces and far 
diftant countries. The trade with colonies 
is in fa£t a mere exteniion of the home-trade. 
It is beneficial, becauf^ it occafions an exten- 
fion of navigation, and emplo3anent for a 
fuperfluous population and fuperfluous capital. 
But a monopoly of colonial trade is by no 
means neceflary to the commercial proiperity 
of a country. As for the quality of the goods 
imported, there is no doubt but that the 

nation 
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nation which purchafes commodities of a 
folid fubftance and of long duration increafes 
its wealth in a more fubftantial manner than 
that which imports obje6ts of luxury, trifles, 
and produce that is foon confumed, but the 
latter derives more immediate enjoyment 
from its foreign commerce. The ufe which a 
nation makes of the goods purchafed abroad 
is of no confequence whatever in afcertaining 
the benefit of foreign commerce ; the quef- 
tion is merely whether a nation obtains a 
capital equal to its own in return. The 
mode of applying the commodities imported 
is not regulated by the trade but by the 
wants of the nation. 

Hie tranfit trade is profitable to the mer- 
chants whofe capitals are embarked in it, and 
to the'individuals concerned in the conveyance 
of the foreign commodities, fuch as commiC- 
fioners, carriers, innkeepers, mariners, &c. 
But the capital reprefented by thofe commo- 
dities yields no benefit to the country^ except 
the clea^r profits of the individuals engaged in 
the tranfit trade. 

The carrying trade affords no benefit but 
to the merchants whofe capitals are embarked 
in the fame. They occafion no beneficial 
re*produ£tion of commodities except as far 
w national Ibips are concerned, 

N 3 Every 
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Every merchant employs his capital pro* 
ferably in that trade which promifes the moft 
ample and moil certain profits. Thefe are 
befl fecured by the inland trade. It deals 
with the cheapeft and moil neceifitry com-s 
modities^ and is always able to obtain porre€t 
information about the reipe£tability of its 
cuilomers. The qnicHn^ of its returns 
facilitates the frequent employment of the 
fame capital, and if any litigious matter oc- 
curs, the merchants are more within reach of 
legal redrefs by law-proceedings with which 
they are familiarly acquainted. Capitals will 
freely, flow to the home trade as long as they 
find any employment. Their next diredlion 
is towards the foreign trade of confumption ; 
when the preference is generally given to 
the trade with countries that are not very 
diftant, from motives fimilar to thofe which 
ailign the firil rank to the inland trade. No 
capitals of confequence are embarked in the 
tranfit and carrying trade before the foreign 
trade of confumption is in full vigour. Such 
at leaft is the moil conilant courfe of com«* 
merce ; its deviations proceed from circum- 
Itances peculiar to the countries where they 
take place. 

When the capital of a nation is fcarcely 
fufficient for its home trade, the profits of 

ilock 
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ftock are generally very hi^; this ooca^ 
fions an influx of capital from countries where 
the jMTofits of ftock are low; and although the 
foreign capitalift be a£fcuated by the fole 
view of lucre, he yet confers a %nal benefit 
on the poorer country, by enabling it to carry 
on its different inland concerns with the ad* 
ditional vigour derived from his capitals, as 
far, namely, as fuch c^qpitals are really em- 
ployed in produ3;ive undertakings. Were 
they not fo emjj^oyed, they would rather tend 
to impoverijtti the country, fihce the intereft 
and the capitals muft in that cafe be paid out 
of flocks already extant or previoufly accu- 
mulated. Biit the foreign trade of confump- 
tion as well as the tranfit and carrying trades, 
are in » far greater degree fupported by 
foreign capital. When this capital is obtained 
as a loan, the country enjoys, independent of 
other advantages, the profit of the under- 
taker ; the intereft paid to the foreigner forms 
but an inconfiderable part of the .gain made 
with his ftock. As long therefore as the 
home capital may be more profitably em- 
barked in any other concern than that to 
which the foreign capital is applied, it muft 
be advantageous to trade with foreign capital. 
Were the inland capitals attracted to foreign 
commerce by any artificial means, the profits 
' N 4 of 
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of dock in the home trade would rife to an 
unnatural height, many labourers would be 
left without work, and all forts of produce^ 
owing to the fcarcity of capitals and their 
great profits, would bear an enonvous price. 
A few individuals in the nation would be 
gainersy but the largefl number by far would 
grievoufly fufier. And wepe the foreign 
capitals driven from the country, all the 
benefit which accrues to the nation from 
their application, would be loft^ 
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CHAP. VI. 

Of the Employment qf Capital in procuring 
per/bnal Services. 

PERSONAL fervices, or fervices performed 
by individuals to fatisfy the wants, add to 
the comforts or heighten the enjoyments of 
others, either fave them time and trouble, or 
effe6l fomething for them which they could 
not have accompliflied by themfelves. How 
far fuch fervices are ufeful has been feen 
above, [b.i. ch. vii.] Their reward generally 
coniifls in material goods which muft have 
been previoufly acquired by labour; it is 
therefore a kind of employment of capital. 
The acquifition of perfonal accomplilhments 
or great proficiency in arts and fciences which 
the performance of the nobler fort of fervices 
requires, is alfo impoilible without the &Sifi* 
ance of previoufly accumulated capitals. As 
they do not fubflitute any material good in 
the place of what they confume, thofe who 
devote themfelves to the ftudy and to the 
inflrufifcion of arts and fciences, muft alike be 
maintained, though their labours have no 
direct or immediate tendency to the produc* 

tioh 
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tion of material wealth. Their fervices con- 
ftitute a kind of perfonal wealth; they are 
not accounted commodities, not, as fome have 
thought, becaufe perfonal fervices are inilantly 
over and leave nothing behind, for this is the 
caie with many material things befides food. 
A muiScian afiefts our fenfes by modulating 
the air, th^t is to fay^ he' works upon the air 
and renders a portion of it worth more than 
it was before he manufadtured it. He gives 
it this value only for the moment, and on the 
Q)ot when and where it muft be confumed. 
A glais blower blows a quantity of liquid glafs 
up to a great volume, and inflantly burfls it 
for our amufement or inilru6lion. Where is 
the difference? Nor is it becaufe the per* 
formers of perfonal fervices confume material 
commodities, for the labourers that produce 
the latter do the fame. Neither can it be 
becaufe they may tend to abforb external 
wealth, for every extravagant confumption of 
material goods has the fame tendency. A 
man may be ruined by Ipending too much in 
wine or in horfes, as well as by keeping too 
many feryants or giving too many concerts. 
The only valid reafon why individuals per- 
forming perfonal fervices are not rated as 
wealth, feems to be becaufe they are free 
perfons, and free perfonS;» unlike tilings, can« 

not 
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not be converted into money, nor packed up 
nmong other articles of property. Wealth is 
their objeft, they cannot be the obje6l at 
which they aim. Slaves being incapable of 
ticquiring property are conlidered as things, 
And, like cattle, are a6lually component psprts 
of external wealth. Perfonal fervices how- 
ever, like other ufeful things, are exchanged 
for an equivalent, and the fame power which 
purchafes ufeful things, purchafes perfonal 
fervices. They may be exchanged for each 
other or for materisd goods ; and if the latter 
fure the means of paying fuch fervices, and of 
inducing individuals of proper difpolitions 
and talents to perform them, peribnal fervices, 
in their turn, niay be the means of producing 
and increafing external wealth. Some fave 
the cultivators of the foil, tradesmen, manu* 
facturers, &c, a vaft deal of time ; others pre* 
ferve our health, relieve our bodily pains,; 
and heal our fores ; fome communicate ufeful 
knowledge; others increafe the enjoyments 
and heighten the pleafures of civilized fociety j 
fom^ aflifl us to obtain a proper redrefs wheni 
we are wronged ; others afibrd that proteftioi^ 
and fecurity which are effential conditions^ta 
the production of wealth. All add a value to 
the flocks previoufly exifting; they funiifli 
new equivalents fpr ^Yhich they maybe ex- 

changedii 
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changed. The foldier and the judge render 
every portion of the capital of the nation 
more valuable by fecuring it from plunder 
and injury; the painter, the dramatift, and 
the mufician increafe its value (g) by enabling 
it to purchafe the moft refined enjojonents ; 
and if it be true that happinefs, which is the 
end of our exiflence, and confequently the 
obje6l of our wealth, is bed attained by the 
improvement of our mental and moral facul- 
ties, the employment of capital in the acquifi- 
tion of knowledge in arts and fdences muft 
be beneficial in general, and its particu- 
lar application to agriculture, manufactures, 
and commerce highly advantageous. A 
fingle difcovery of the aftronomer, the 
botanifl, the chemifl, and others, is often 
more conducive to the extenfion and dif- 
fufion of wealth than the labours of thou- 
lands engaged in the immediate produ3;ion 
of material riches. 
The afiertion that fuch enjoyments derive 

{g) The higher fort of amufements, muficy poetry, paint- 
ings ftatuary, and architedure are calculated to make pleafing 
impreffions on the imaginationy or to adorn and polifli life. 
Many of them, too, make fuch impreilions ast though not 
abfolutely virtuous in themfelvesy are nearly allied to virtue^ 
both from their innocence and from their dofe connexion 
with virtuous fiselings and nrtuoua cmpkyments* GUfinh 
Dialogues* 

thw 
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their value from the tangible commodities 
raifed in the country, and from them alone, 
cannot be fupported. It is true that men 
muft be provided with the neceffaries of life 
before they can think of mental accomplilh- 
ments' and refined enjoyments : but perfonal 
fervices are not rewarded with material goods 
only i fome are exchanged for other perfonal 
fervices, and conftitute a value of themfelves. 
They are, befides, a fort of immaterial treafure 
perfe6tly equal to the value of the material 
wealth with which they are purchafed ; and 
though the capitals employed in paying pub- 
lic fundlionaries, in keeping a proper number 
of fervants, and in cultivating literature, 
(cience and arts, do not immediately produce 
any tangible commodities, they yet afford en- 
joyments worthy to be confidered as the moil 
valuable advantages derived from wealth. 
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CHAR VIL 

OfproduBive and unproductive Labour. 

T^ATURE never creates. Every one of 
-*-^ its productions is a particular com- 
bination or de*compofition of certain particles 
of matter, the quantity of which is always the 
fame. Man alfo takes advantage of the 
phyfical properties of matter to make it fub- 
fervient to his wants. The carpenter avails 
himfelf of the phyfical properties of iron and 
timber, to arrange certain mafles of the latter 
in the form of ilair-caies, doors, &c. The 
cabinet-maker fliapes wood to ferve as a 
table. To produce, in political economy, is 
fimply to confer on certain particles of matter 
a form, compofition or conftru6lion, which 
renders them ufeful or increafes their utility. 
This is eflfefted partly by nature, according 
to its conflant producing powers, and partly 
by the labour of man, according to his own 
views and ends. Nature, be it external or 
internal, always aflifts or feconds the labour 
of man, for labour is the application of 
natural powers^ to ufeful purpofes by the 
direction of the mind. When it beftows a 
4 certain 
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Gertain degree of ufefulnefs upon an object, 
or when it produces ufefiil things or proper- 
ties, labour is called produdive; when it 
produces no u&ful things or properties, un- 
produdive* The importance of its produc- 
tions, however, is not meafured by their 
quantity, but by their quality, utility, or 
exchangeable value. When it produces com- 
modities for our immediate enjoyment, labour 
is called immediately produ6live ; when it 
produces only the means of multiplying fuch 
commodities at fome future time, mediately 
or indireftly produftive. But that labour 
is more particularly called productive which 
increafes the wealth of the country ; and the 
labour which diminifhes that wealth, or keeps 
it ftationary, is called unprodudive. Labour 
can increafe the national wealth only as far 
as there is a furplus of its produce above 
what the labourer confumed during its pro- 
du£iion. Any labour that does not produce 
more than the amount of what is confumed 
by the labourer during its performance, is 
unprodu6live, or does no't increafe the wealth 
of the nation. All labours may therefore be 
produ6tive at one time, and unproductive 
at another, in proportion as they contribute 
to increafe the wealth of the country or not. 

The 
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The labour employed in the growing of 
raw produce isprodu3:ive9 if either it yields a 
rent to the land-owner, or pays the intereft of 
of the capital employed, or aflfords the under-* 
taker a profit above his confumption, or 
laflly, if the wages of labour exceed the 
confumption of the labourers. But if it 
does neither, if there is not a furplus in 
' any of the few alternatives, it is unproduc- 
tive. 

Manufa£iures are produ£tive, if the value 
of their produce not only replaces the capitals 
advanced, but leaves alfo a furplus for in«* 
tereft ; if the profit of the undertaker exceeds 
his confumption ; or if the wages of labour 
exceed the value of the confumption of the 
labourers. 

Commerce is produdtive, if the price of the 
commodities fold, befides replacing the capi- 
tals advanced, pays their interefi:; if the 
profits they leave exceed the confumption of 
of the merchant ; or if the wages of the labour- 
ers employed in trade yield them a furplus 
above their confumjition. 

Perfonal fervices are produftive indiredUy, 
as far as they caufe other individuals to pro- 
duce a greater value than what the confump- 
tion of thofe who perform thele fervices 
2 amounts 
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amounts to (A); dire6lly, as far as their 
performers difcover frefli fources of national 
wealth, productive of a value exceeding hy 
far the coft of their fervices. When they 
are neither mediately nor immediately pro- 
ductive, others lofe what they gain, and 
although the individuals performing pei*fonal 
fervices may augment their own opulence, 
by iaving a furpliis above their confumption, 
yet the wealth <^ the nation receives no 
increafe in that cafe, but lofes their whole 
confumptioiu 

To deny the produflive or wealth-increafing 
power to manufactures and commerce, under 
the pretence that their produce is only equal 
to the furplus g£ the raw produce of the 
country, is abfurd. The produce of trade 
and manufactures is not paid entirely with 
the raw produce of the country, as has been 
fliown above, f]B. ir. CH.rv.] but alfo with 
goods and objeCls of enjoyment, that have a 

{b) Perfonal fervices cannot be called unproduftive, 
fince they are a mere extenfion of that grand principle of 
hum^ happinefs, the dlYifion of labour. Modem focieties 
deriW their internal peace from this prudent divifion of 
their la^urs. The labourer purfues his labour unmoleftedy 
whflft ibe judge watches oyer the impartial adminiftration 
of juftice, the ftatefman over the welfare of the ftate, and 
the foldier repels its invaders* Se« Ed. Rev. voLiv. 
page 35^- 

o value 
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value independent of any raw produce ; and 
the furplus of that part of the equivalent 
which is not confumed, evidently helps ta 
increafe the wealth of the nation. To attri*. 
bate a productive power to nature alone, and 
not to man^ is equally incorre^. Nature 
creates or produces, in the metaphylical fenie 
of the word, as little as man does. Both 
conlpofe and de-compofe certain particles of 
matter^ and man is a part of nature like the 
foil. In the fenfe of increafing the previous 
value of things, he may even be faid to pro-» 
duce more by his labour than nature alone- 
Value, and confequently wealth, is meafured 
rather by the labour of man, which limits the 
fupply of commodities, than by the powers of 
nature, which affift their growths 

Unproductive are all thofe labours which 
either do not produce any thing of value, or 
the refult of which, be it material or imma- 
terial, is of lefs value than the coil of the 
labour beflowed upon it, or the confumption 
of the labourer* 

It mull, however, be adkriOwledged, that 
It is much more difficult to afcertain the pro- 
ductive power of perfonal fervices, than that 
of fuch labour as produces tangible things 
capable of being vsilued according to generally 
received principles. Some perfonal fervices 

may 
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may afford very refined enjojrments, or pro- 
cure incalculable advantages, and yet it may 
hardly be poffible to afceHain their influence 
on the wealth of the nation. Even with 
regard to thofe fervices^ the pofitiye influx 
ence of which is obvious^ it is flill impoffible 
to calculate their e^eSt with mathematical 
accuracy. 

'to afcribe a particulate ptodu6live powef 
to the labour employed in the growing of raw 
produce, and efjpecially of com, b^caufe the- 
producing powers of the foil aflifl: iii its 
growth, is as abfurd as to attribute that power 
to nature in preference to man. The powers 
of nature frequently afford much greater 
affiilance to the labours of the manufa6lurer 
than to the labour of the hufbandman. Inde-^ 
pendent of the genius and fkill of the under* 
taker, the operations of extenfive manufac- 
tures are moftly carried on by the help of 
fire, air, and water, and their wonderful 
effects cannot be difputed. 
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CHAP, VHL 

Of PopdaHon as Cati/e and 1108 qf fuOkmai 

Wealth, 

NO wealth con beprodueed where there is 
a deficiency in population ; but it does 
not follow that wherever there is an extenfive 
population there muft be great wealth. This 
proceeds chieftj from capitals employed ia 
productive labcnlr. Where capitals are want- 
11^ or their free application impeded, an in- 
crease of population is an increafe of inifeiy ; 
no ufeful occupation can be provided for the 
augmented numbers of human beings^ whole 
increafe in fuch a ftate of things becomes in 
turn the cauie of their decreafe. 

Tbe members of a nation may be augment- 
cd in immbers either from within or from 
without, through procreation or emigration 
from other countries. Where the propaga- 
tion of the human race takes place under the 
ian£lion of matrimony, the procreating incli- 
nation is more than fuflScient to replace the 
natural decreafe even among a people whole 
means are ioanty. But want and mifery not 
only weaken that inclination and diminiih ita 
^ I^rodnce^ 
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produce, they alfo deftroy the greatefl part 
of its effefita. The children are feeble, and 
many ure viStims of an untimely death (J). 

(f ) The dibdvaiitaget under whidi the poor are labour- 
ing» with nfytSt to fbod^ dre&j habitatioiiy emploTment, and 
medical adnce* are immeofe. Xf» fer inftance, the fudden 
Cranfition from poor to rich food often caufes loathfome 
difeafes in young children, who is more expofed to thia 
incdnreniency than the children of diftreili ? If children in 
general are more apt to catch contagious diibrders than 
grown-up pcrfeat* how great muft be the danger of unfor- 
tunate beikigSy drefied in unclean rags, fcarcdy f ufficieat to 
cover their nakedneis ? If the feeds of many diftempers be 
traced in uncleanlinefs, where are they more profufedly feat- 
tered than in the low and damp habitationi of the poor? If 
children lofe much of their native vigour and ftrength by 
fleeping in the fame bed with gxown-up people, and if they 
be thus expofed to the additional rifle of being fuifocatedy 
does not direful necef&ty force the poor exclufivdy to a 
pradioe & replete with danger ? If the parents be employed 
in occupations that injure their health, are not the chil^en 
liable to the fatal inheritance of diftrefling maladies I And 
if medical advice often lofes its (alutary influence for not hav- 
ing been procured in time, wiiat muft be die effeds of the . 
abno^ abfolute want of it among the indigent orders of 
fociety ? Eafy would be the taflc of pointing out many more 
inftances in which die chance of life muft neceflsurily be 
greater in fiivour of the progeny of parents whofe food is 
whokfomep whofe drefs is comfortable, whofe habitation is 
dean, and whofe employment iahealthfuL FonteneUe and FqI* 
tairef who both lived to.a very great age, would probably have 
periihed in their in&ncy, had they been bom in an indigent 
fiunily incapable of affording thofe delicate attentions and 
particular cares which were beftowed on their prefervatibo* 
See my Efay on Mortality among CiUdrenf m the Smropeaa 
Magaxlmfor Aprils 1805. VoL xlviL No. 280. 

o 3 Supported 
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Supported by opulence, the natural defire of 
propagation becomes a mofl abundant fource 
of population, and this increafe of numbers 
from within is greatly preferable to the in- 
creafe from without, which, though it may 
fometimes afford excellent cilpizens, is at lead 
always adventitious. 

Population is moil furely increafed when 
the wealth of a nation is progreflively aug- 
mented. The new capitals that are forth-r 
coming from year to year, offer a frefh fup- 
port to the new population, and hold out 
opportunities for the acquifition of wealth. 
It is the increafe of the chief producing 
power, capital, which renders the benefit of 
a^ ^lugmented population permanent, and 
influences its progreffive cxtenfion both from 
within and from without, without the aid of 
any artificial mesons. The firft principle of 
political economy with regard to population. Is 
limply this, — ^whatever impedes production 
tends to depopulate a country, whatever 
increafes it, is conducive to population. 
Land, labour, and capitals are the only fources 
of produ6lion, confequently the only props of 
population. 

Agriculture, by fupplying the neceffaries 
of life in the greateft abundance, lays the firft 
foundation for an extenfive population. Th^ 

human 
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human race cannot multiply without a plenti- 
ful fupply of provifions for its fupport. But 
although all meti want food, it is not neceflary 
that all fhoutd bef employed in growing food. 
A fingle individual is able to obtain from the, 
ground much more ritw produce than he can 
confume; he therefore transfers his furplus 
to others, who give him in return the produce 
of their labour, which generally confiils in 
manufactured goods or fometimes in perfonal 
fervices. 

Manufactures, by fupplying the cultivators 
of the fpil with ufeful commodities, ar^ the 
principal caufe why the h!i;fl}an4p?an grows 
more food thap he Fruits for himfelf, and, 
qs to effeCl this increafe of produce, he 
requires the aififtance of more hands, the cul- 
tivators of the foil and manufacturers increafe 
their numbers mutually. Their increafed 
produce is a reciprocal caufe of their iur 
creafed population. 

Commerce, as it facilitates the exchange 
of produce ; and perfonal feryices, as tliey 
furnifli an additional exchangeable value fof 
the commodities produced, and caufe an 
additional expenditure of productive capitals, 
have both a more or lefs direCt influence 
upon population. Whatever occafions an 
Imager accumulation of capital, is favourable 

04 to 
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to population* Where capitals abound, the 
demand for labour increaies^ and its produc* 
ti^e application adds alike to the wealth of the 
country, and to the number of its inhabitants. 
Were a country abfblutely unconne6ted 
with any other, and in a perfe6lly infulated 
fituation, its wealth and population could re* 
cei\e no increafe but from its own produc- 
tions and its own capitals. The huibandmanj^ 
with the furplus of his produce, would pur- 
chafe manufa6i;ured goods, and with the pro* 
greffive increafe of his capital, he would grow 
a progrefBvely increafing flock of provifions. 
The manufa£hirer would ailment his pro- 
duce in the fame proportion. Both would 
gradually employ more labourers, and confe- 
quently increafe the population of the coun- 
try. But there would be no room for more 
iiAabitants than what could be maintained 
by the food grown in the country. The pro- 
portion of thofe who grow provifions to thofe 
who grow none, would be exactly equal to 
the proportion of the furplus of the growers 
to their confumption. If this furplus could 
fupport double the numbers of hufbandmen^ 
the other inhabitants- would be about double 
their numbers. Manufacturers and others 
would obtain this furplus in exchange for the 
produce of their oirti labour, and every in- 
creafe 
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creafe in the numbers of the non-cultivators 
would neceflarily caufe an increafe in the 
produ6);ion of provifions. Population would 
reiAch its limits, whenever increafed labour 
could no longer produce an increafe of food. 
But we are not acquainted with any country 
that has pafled through fuch an infulated im* 
provement in civilization and population. 
We know of none where it would not be pot 
fible to obtain additional food by^an increafe 
of labour. Moft countries are in fome degree 
connected with others, and enjoy the influx 
of foreign labour and fof eign capiital. Even 
in China, where the population is occaiionally 
above the level of the means of fubfiilence, 
emigrations take place every year to Manilla, 
Batavia, Prince of Wales^ Ifland, and to other 
parts of the Eaftem World. Foreign coun- 
tries always have an influence upon the popu-* 
lation of a country. A nation, the population 
of which is comparatively fmatl, having large 
trafts of land uncultivated, from which much 
raw produce might be obtained with little 
labour, and being commercially conne£led 
with countries that want com and other agri- 
cultural produce, increafes moft rapidly in 
population, by employing its capitals in agri« 
culture ; labour then grows dear, or, in other 
words, much com is given for little labour, 

whilft 
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whilfl in the countries that want com, much 
labour is given for little corn, and manufaci- 
tared commodities are cheap. Agriculture 
continues to be the mod profitable employ- 
ment in fuch a country, until the wages of la- 
bour fink fo low that they are equal to the. 
wages of labour in other countries ; or, in 
other words, until foreign countries refufe to 
pay a higher price for the labour of the corn 
country than what labour is worth in their own. 
But a country which is already grown fo popu- 
lous that it mufl employ much labour in the 
production of food, and where provifions are 
confequently dear, confults its real intereils 
much better by devoting itfelf to manufac- 
tures and purchafing provifions in cheaper 
countries. Manufa£tures for the home and 
for the foreign market have alike a beneficial 
influence on population* 

Agriculture afiigns every where the lame 
limits to population. To obtain all the raw 
produce which a country is able to yield, can 
employ only a limited number of people and 
capitals, and it is but a certain number of iur 
dividuals that can be maintained by its fur-i 
plus. Manufaftures are limited by the capi- 
tals employed, and by the fale of the articles 
manufa£tured ; and as both are, as it were, 
fufceptible of being increafed ad infinitum^ 

population 
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population may be increafed up to the full ex* 
tent of the capitals and of the demand ; or, in 
other words> population may go on increafing 
as long as there are freih capitals added to 
thofe already employed in manufaftures, 
which is conilantly the cafe as long as the de- 
mand for manufactured commodities is upon 
the increafe. Agriculture, befides, requires 
large tra6ts of land to produce its commo* 
dities, whilil manufactures, in general, want 
only dwellihg-houfes, worklhops, and ma* 
gazines* 

But whether it be better for a country 
to owe the increafe of its population to agri- 
culture or to manufaSfcures muft be deter- 
mined by the nature and fituation of the 
pountry, and by the confideration which of 
the two produces has the greateft exchange- 
able value againil the neceflary means of fup- 
ply, or which finds the readieft fale. Where- 
ver trade is perfeftly free, and no obflacles 
left in the way of produ6live labour, a nation 
advanced in knowledge and civilization, is 
never long in difcovering what is moft con- 
ducive to its interefls. Nothing obflruCts po- 
pulation but the want of food. The eafier it 
is for every clafe of inhabitants to get a living, 
or to procure the fupply neceffary for their 
accuftomed way of life, the greater is the in- 
clination 
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dination to marry, and to perpetuate the hu. 
man race. As nature contributes more or 
lefi to the fupply of the wants of man, and as 
the habitual Wiiys of life require more or Ids 
in different countries, it may be affirmed that 
the progreis of population is likely to be moft 
rapid, whenever a nation is iatisfiedwith a 
finall quantity of fupplies (Ar); when the inluu 
bitants of a country are fond of a particular 
kind of food that is grown at home in great 
abundance with little labour (/); when a 
nation eafily obtains the fupply of its wants 



(i) But the people wfa6 can Ivrt upon a little are not 
faappj on that account : the Goths and Vandals lived upon a 
Uttlcy and yet they marched in fearch of plenty into other 
climates, De Cbatelur't EJay fur la fiVtcUe piMque. 
Torn, u Chap. «i. page 202 of the Engltjh TranfMrni. An- 
other ingenious writer fays : '< Quand on fe borne a viTte, 
^ PEtat languit et le flambeau de l*induftrie ne jette plus 
<< que des ^tincelles mourantes." Bmihsm. Traiti Jc 
I^gtflatum. Tmr. fV. Chap. x. page 44. 

(/) When Sir John Carr inquired into the caufe of the 
great population of Ireland, he was anfweredi <* JSf 
•* Jafm, Sir^ it*i all the potatoe.*^ An acre of potatoes 
is fuppofed to yield eight timas more food than an acre of 
wheat. In 1 864 Mr. Newenham eftimated the population of 
Ireland at 5»400»ooo ; and it is conje&ured that in 1837 it 
will contain 894i3»224, and in 1885* i6>826,448 iiduu 
bitants. But poUtoes, as the exdufive food of man, are as 
much a fign of increaiing poverty as Rumford foups. The 
majority of the PrufGans live upon herrings and potatoes, 
what could induce them to refift their, invaders ? 

from 
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from a favourable foil and climate ^ when a 
great number of individuals are employed in 
productive labour; and when there is an eaiy 
communication with rich nations, ready to 
purchafe the produce of their induftry. Thofe 
who confume any produce without replacing 
it by fomething of value, prevent the exifU 
ence of ufeAil labourers in proportioii to the 
quantum of their confiunption. Voluntary 
celibacy, epidemics, and lofles by war, are 
evils which are foon repaired, in countries 
where every inhabitant is active and induf^ 
trious : but wherever herds of idlers and ufe- 
lefs confumers are fuffered to devour the pro« 
duce of induftry without any beneficial re* 
turn, population has to ftruggle with an almoft 
infurmountable obftacle. 
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CHAP. IX. 

Of the Influence of poUHcal In/litutions upon 
the Increqfe of the Wealth of Nations. 

npHE progrefs of national wealth is accele^ 
^ rated or retarded according to the de- 
gree in which the law provides for the free- 
dom of individuals and the fecurity of pro- 
perty. Neceffity is the parent of all govern* 
ments : but the relative rights of the members 
of a community are not always eftablilhed by 
general confent. They are oflen the refult 
of adventitious circumflances, which influence 
the prolperity of nations for a confiderable 
length of time. When property is infecure, 
and the public peace is frequently diilurbed 
by ferocious contentions, induflry is of no 
avail. Land is then the only property that 
is in fome degree fafe ; land-owners are the 
only rich and powerfid individuals, and the 
lack-lands to fupport themfelves and their fa- 
milies receive their maintenance in the fhape 
of wages at their hands. Unprotedted by go^ 
vemment, and obliged to repel every attack 
upon their property by force alone, the land- 
holders flrive to extend their pofleffions in 

order 
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order to obtain a greater phyfical flrength, 
that is to lay, a larger number of fighting 
men. To fight for them is the condition on 
which they confent to provide their followers, 
with food. The cultivation of the foil is en- 
trufted to menial fervants fcantily fupplied 
with the neceflaries of life, and the furplus of 
the produce is ffaared in unequal portions be^* 
tween the land-owner and his family, and the 
champions engaged in his defence, whofe 
numbers conllitute his ftrength in war, and 
his pomp and pride in the fhort days of peace. 
Under iiich circumftances wealth centres in 
the hands of a few great lords, who, after hav« 
ing contributed what is necefilary to an im-* 
perfe6t cultivation of their lands, confume the 
furplus with their military followers, and pur- 
chafe a fmall flock of foreign luxuries. Few 
capitals are aqcumulated, as the annual pro- 
duce is generally confumed every year, with- 
out leaving any confiderable furplus behind. 

Even afler a government has acquired fuffi- 
cient vigour effectually to proteft property, 
it is not able immediately to coire&u the in- 
aufpicious regulations of the preceding pe- 
riods. The property of the foil remains in 
the hands of a few grandees, who di6tate to 
the refl of the inhabitants the conditions on 
which they maypoflefs fome parcels, or be 
I permitted 
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permitted to cultivate fome portions^ of laod^ 
Slavery, bondage, vaflalage, vilUonage, are the 
remnants of earlier barbarous times. 

Land is however beft cultivated when the 
hufbandman is fure to enjoy the whole pro* 
duce which his labour obtains from the ibil, 
when he is not reftriAed by the demands or 
regulations of any other individual, or when 
free labourers, knowing that tibey derive all 
the advantages which they can reafonably ex* 
pe6t from their labour, exert themfelves to 
the utmoft of their powers. Every reftriftion 
of the right of property which is hot a confe* 
quence of the law of nature, reftri£ts alfo the 
u£e of property, and every limitation o£ the 
freedom of individuals which prevents their 
deriving the greateft advantages from their 
a£tive exertions, abates their zeal and crufhea 
their induftry. Reftri£tions with regard to 
the purchafe of landed eftates leflen the value 
of land and prevent that man from getting it 
who would ufe it mod ppfitably. Equally 
hurtful are reftridtions which interfere with 
the divifion or diftribution of the fields, as 
rights of commonage ; and fuch as pretend 
to regulate the hufbandry or mode of cultiva* 
tion of the country. Not lefi pernicious are 
regulations which limit the liberty of the 
labourers. They diminiih the produce of la* 

hour 
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bouirand mar the increafe of national wealth; 
though they may poifibly be profitable tp thofe 
in whofe favour they ar^ enafled. But the 
advantage of a few individuals can never 
counterbalance the diiadvantage which ac- 
<uaies to the country at large. It is in the 
ver)r nature of the labour of a flave or bonds- 
man that it cannot.be performed with the 
fame care as that of a well-paid freeman. 
Whatever might have been performed addi*- 
tionally in the iame given time is loft to the 
nation, independent of the confideration that 
iuch forced labourers frequently do the pro- 
prietor real harm, merely out of fpite. Equal- 
ly injurious are all regulations which tie fome 
people to the labour of the fields, whilftthey 
keep off thofe who would work with more 
zeal. The free dii^ofal of landed property, 
and the perfect freedom of land-owners and 
cultivators in the ufe of the foil, are the firft 
al^d moft neceflaiy conditions on which the 
improvement of agriculture depends/ Any 
police regulation which trenches upon that 
•liberty is ^n obftacle to the increafe of na- 
tional wealth. 

In the iame way as the cultivators of the 
foil are reflridled by the law&of ibme couq- 
tries, manufacturers or handicr^ftfmen reftridt ' 
{each other, and many governments fupport 

r fi^ch 
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fuch regulations under the erroneous idea 
that they are promoting the public advantagei 
The mod obnoxious reflridlions are, thofe 
which confine certain trades to certain fpots ; 
, thofe which limit the carrying on of others to 
certain aflbciations, corporations or compa* 
nies ) and thofe which leave fome trades to a 
few individuals exclufively, or referve them for 
the ilate. The firft of thefe regulations is per^ 
fefitly ufelefs; wherever trade is free^ it never 
fails to be attracted to the places where it can 
be carried on with the greateft advantage. 
Any interference of government is unnecef- 
fary, unlefs the fecurity, health, or conveniens- 
cy of the generality of the inhabitants be con-^ 
cemed ; thefe are obje£ls to which other ad- 
vantages ought to be facrificed, though the 
beil way after all is fimply to allow obnoxious 
trades to be removed as a public nuiiance by 
indi£tment. 

Corporations have been eftablifhed under 
the fuppofition that an apprenticefliip of a 
certain length of time is the fureil way of 
providing clever mailers^ that thefe com- 
municate their ingenuity to each other by 
means of fuch aflbciations, that their prof- 
perity is refpeftively infured by their being 
rellridled to a limited number of apprentices, 
and that their meetings cherifli principles of 

honour 
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honour and benevolence among themfelves. 
But experience has fliown that there is too 
much time loft in long apprenticeihips, and 
that it would be a greater incentive to leam 
and to work diligently, if the apprentices were 
paid for their labour in proportion to their in- 
creafing abilities and induftry; that fuch aflb- 
ciations give rife to foolifh expences and un- 
neceflary meetings, in which much time is 
wafted ; and that they enable the members to 
fell their goods at a higher price than if the 
competition were left open. Each of thefe 
circumftances tends to diminifli the wealth of 
a nation. Neither are the other pretended 
advantages able to counterbalance the perni- 
cious confequences of fuch afibciations. A 
protracted apprenticeftiip does not form clever 
workmen. No perfon inquires how long an 
artift has learnt his trade; his abilities are 
judged by his work. Much lefs do the maf- 
ters improve in their frequent meetings. To 
keep up old ways and exploded workmanftiip 
is the particular vice of corporations ; their 
members are afraid of any attempt to innovate 
being hooted. Free workmen on the con* 
trary always difcover new advantages. Cor- 
porations are beneficial to tlie ignorant and 
unlkilful only. Clever matters, limited to in* 
corporated labourers, are unable to anfwer 
p 2 the. 
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the increafing demands of their cuftomers, 
part of whom are forced to put up with the 
work of a lefs (killed workman. This dimi- 
nifhes confumption and ftifles induftry. Thai: 
the frequent meetings of corporated labourers 
tend to cherifh principles of honour and bene^ 
volence may be true, but this advantage may 
be obtained by friendly focieties without re-i 
gttlar coq)orations. It was only in the be^^ 
ginnings of civilized flates that fuch aflbcia^ 
tions were produ6live of fome good. In the 
prefent llage of civilization they are not only 
fuperfluous, but injurious. The reftraints 
which have been latterly impofed upon them 
in fome countries are mere palliatives j they 
do not go to the root of the evil. 

Any bufinefs carried on by government for 
the benefit of the ftate is always hurtful to the 
nation at large. The individuals t6 whom 
fuch bufinefs muil be entrufted cofl more than 
what th^ profits of a private undertaker and 
the wages of his labourers would amount to 
altogether. They are not aftuated by the 
fame motives of intereft, and of courfe they 
neither obtain the largeft poflible profit, nor 
do they get the work done with the greatell 
economy poflible. To be well managed, bu- 
finefs requires a fi^ilful undertaker, who orders 
and directs every thing, and who alone is en- 
3 titled 
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titled to its profits* The greater the number 
of partners in a conc^pi, the worfe it is com- 
monly managed. When the ftate turns traded 
4nan, it is be^des apt to lofe fight of the ge- 
jQeral intereft of the nation. 

If it be the advantage of the private tradeC- * 
maa to raife the price of his particular com- 
modity, the fi^t^ is ilill more inclined to do 
Jo, becaqfe it has the power of preventing 
others from ibllowipg the iame bufinefi ; and 
)>eing but an indifferent tradefman, it is 
indeed obliged to refbtt td this unjufl; meafure 
in order to proteS: itfelf againil lofies. Thus 
its monopoly wdfes the price of its goods ; it 
takes more commodities in exchange from 
the people, than they would have occafion to 
pay if the trade were in private hands, that 
is to fay, it diminiflies the wealth of the 
nation. The fame fatal confequences are 
unavoidable, when the fixate allows any com- 
pany or any private individual to undertake a 
trade exclufively, or to deal exclufively in 
any particular commodity. Such privileges 
diminifli the competition of fellers, and raife 
the price of the commodity to the nation, 
which elfe would obtain the fame much 
cheaper, and of courfe grow richer. Privi- 
leges and monppolies may, however, be of 
fome fervice when new commodities are to 
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be introduced. As there is (bme riik attached 
to the commencement 4>f a new undertakings 
the hardfhip in fome cafes would not be too 
great for a nation, if it paid the new com* 
modity a little dearer for a time, to indemnify 
the firft undertaker for his facrifices : but as 
fbon as his lofles are covered, the privilege 
ought to be annulled. A trade which a 
nation is obliged to fupport continually, 
can never be profitable to a country. Pre- 
miums, for a fixed moderate length of time, 
are therefore preferable to privileges and 
monopolies ; and patents, (uch as are granted 
in England to the inventors of any new 
articles, are ftill better calculated to accom* 
plilh the fame purpoie. 
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CHAR X. 

Of Police Regulations in commercial Concern^. 

MOST of the governments of the modem 
dates of. Europe have attempted to 
increaie the wealth of nations, by directing 
the trading concerns of the people. At one 
time they proceeded upon the principle, that 
a country is the richer, the larger the quantity 
of its coin. All their efforts were directed 
to keep the metallic money or coin in the 
country, and to draw more into it. In order to 
obtain this end with greater certainty, it was 
confidered as liighly neceflary that foreign 
commodities, particularly fuch as could be 
produced in the country, though they might 
be imported much cheaper, (hould not be 
admitted. The importation of fuch goods 
was therefore either totally prohibited or 
burthened with very heavy impofts. The 
exportation of home^manufa6tured commo- 
dities in the mod finiihed ftate, was encouraged 
by all pofiible means, even by premiums^ 
whilfl that of fuch raw produce, as admitted 
of any labour being fuperadded, was feverely 
prohibited* But as many manufactures re*- 
p 4 quir^ 
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quire foreign raw materials to work upon, 
their importation and that of commodities 
that cannot well be difpenfed with, was 
permitted, and particular favour or a pre- 
ference Ihown to thofe nations with which 
the balance of trade was fuppofed to be 
ftyourable, that is to fay, from which ready 
money was received in addition to their goodsk 
An accurate knowledge of the particular and 
general balance of trade was, therefore, 
regarded as a matter of the utmoft confe* 
quence. To afcertain it as exa&ly as poffible, 
lifts of exports and imports were kept by the 
cuftom-houfe and excife offices, and the 
courfe of exchange was carefully watched to 
judge of the benefits of commerce from the 
favourablenefs or unfavourablenels of the 
exchange. If the country received more 
commodities from other naticms than it fxAd 
to them, it muft liquidate the balance with 
ready money, and the exchange is againft it. 
From both chrcumftances it was inferred that 
the country was a lofer, and all forts of means 
were*" devifed to obviate the* diiadvantage^ 
To oblige the inhabitants either to do without 
the foreign goods, or to purchafe them with 
their own manufa£tured commodities, the 
exportation of coin and of the precious metals 
in general was prohibited ; home productions 

were 
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were Encouraged by monopolies, privileges^ 
premiums, advances and bounties; treaties of 
commerce were entered into, and the commer* 
cial colonies of the nation were forbid com* 
municating with any other than the mother 
pountry. 

But the main principle of this fyllem that 
the wealth of a nation is to be eftimated by 
its ilock of ready money or coin, is erroneous* 
The wealth of a nation conMs in the furplus 
of its annual produce above its e:itpenditure# 
or in its ftock of ufeful commodities* The 
wealthier the nation is, the finaller is the pro^t 
portion which money bears to its wealths 
Money is of no ufe but to exchange com* 
mddities. . If a nation receives ever fo much 
coini it is ilill obliged to fend it abroad to pur«» 
chafe: the commodities it wants when it has 
no produce of his 0wn to offer in exchange. 
Ct)mmodities attradl money ; the latter ma^ 
he the effeA, but it is not always the cauie.of 
wealth. Nothing is eafier to be had thanl 
gold and filver, arid a rich country may iUbt 
iiitute banking. accounts, paper money, and 
pr omiffinry notes, to the precious metals, and 
that with lefs rx(k or more fafety in proportion 
to its wealth. The fuppofition that a country 
is a lofer for buying with ready money, and 
that it grows richer for the money which it 

receives 
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receives at the ftriking of its annual balances, 
is alfo founded in error. It places the nation 
in the fituation of a merchant who, at the end 
of each year, fettles his accounts with all the 
individuals with whom he has had any com- 
mercial tranfafitions. When the country pays 
more money than it takes, its wealth is repre* 
&nted as diminifhing; the balance of trade is 
againft it. When it receives a furplus in 
money above its diiburfements, it is repre- 
fented as being grown richer, the balance of 
trade is in its favour. But this doctrine of 
balances is deluiive. Cuftom-houfe regifters 
are incomplete, incorrect, and unfafe, and the 
ecmrfe of exchange is regulated by many otr- 
cumftances unconnected with the favourable 
or unfavourable ilate of accounts between two 
countries. Nothing beiides can be inferred 
from any balance of trade, be it ever fi> cor* 
iie6b, refpe£ting the inoreafe or diminution of 
national wealth. A country never parts with 
its money, but for commodities which' it pre« 
fen tQ money. If the returns, for inftance, 
are com, timber, cotton, &c. the country is 
not the poorer for having thofe commodities 
inllead of coin. They mud be rather more 
advantageous, or elie they would not have 
been purchafed. Even if, in lieu of getting 
ufeful commodities, a nation carded on 

foreign 
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foreign wars for its fafety and prote£tion, the 
money is well employed, though the wealth 
ef the nation be not vifibly increafed. . The 
reafon of this non-increafe of wealth does not 
ley in the exportation of the coin, it lays in 
the circumflance that nothing is received for 
it in return, except fucceisful prote^lion 
againft hoilile attacks, which would prove 
more fatal to the country than the parting 
with a portion of its wealth for its fafety. 
And in every inftance the money wanted for 
foreign payments mull have been previoufly 
acquired by the induftry of the nation. When- 
ever money is taken for any produce j it is with 
the view to purchafe other commodities, and 
if fuch commodities are to be obtained in 
foreign countries only, the defire of arriving 
at their pofleffion afibrds a frefh incitement to 
induflry. Money would not have been at^ 
tradfced in fuch large quantities to the country, 
had not the wifli to poflefs the foreign com« 
moditybeen excited. 

A free trade of confumption between two 
provinces or two countries is always ad- 
vantageous to both, though one may de- 
rive a greater benefit from its trade than 
the other. The trading profits of a country 
may vary from one time to the other; but 
a country never grows poorer for its com- 
mercial tranfa6tions, it ^s always benefitted 

by 
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by a regular commerce. The countries 
trading with each other are mutually increa- 
ling their annual income. When both ex^ 
change home produce againfl each other, 
each obtains an equivalent in produ6tions. 
grown in the other country, each enables the 
Qthet to devote additional attention to the 
growth of thofe commodities, and as every 
nation is benefitted by its foreign purchafes, 
fince it fells the commodities at a higher price 
than it has bought them, the refpeStive 
foreign produ6ti(His occafion in efch country 
an increafed induflry, confequently tjhie wealth 
of one receives nearly as great an increafe aa 
that of the other. But if one nation trades 
with its home produce, and the other pur« 
chafes it with foreign commodities only, gold, 
for inilance, which it has bought in another 
remote country, the profit of the country 
which pays the inland productions of its 
neighbour with gold, is inferior to that which 
pays it with home produce, becaufe its capitaf 
takes a very extenfive round about, and does 
•not occupy the induflry of its inhabitants 
during the time that it performs this cir* 
cuitous journey. A rich country always en- 
riches the poor one with its foreign trade of 
eonfumption. The rich country has many 
wants, and pays well for their fupply ; confer 

quently 
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quently the labour of the poor country is bene^ 
ficially employed, and the rich country is alfo 
a gainer ; it can purchafe labour, and parti* 
cularly the produce of agricultural labour, no 
where fo cheap. Both countries procure ad- 
vantages to each other j the poor country in^ 
creafes in opulence, without impoveriihing the 
wealthier one. On the contrary, it confers a 
folid benefit on the rich country by augment* 
ing its power to purchafe. 

Though it be perfe6i;ly true that one branch 
of foreign commerce may be more profitable 
than another, yet the means, which the iyftem 
of keeping the metallic money in the country, 
employs, are far from calculated to procure 
the advantages which that iyflem had in view; 
^ They have rather a contrary tendency. 
Independent of the inutiUty and the fatal 
efie£ts of prohibiting the expwtatidn of coin, 
fuch a prohibition cannot be obeyed% The 
merchant mufl pay his foreign debtd, and if 
he can accomplilh his purpofe beft with me- 
tallic money he undoubtedly will : but in that 
cafe he incurs additional charges for the cut-^ 
cuitous road which the coin mud take and 
the attendant riik. On both accounts the in- 
land confumers are obliged to pay dearer for 
the! commodities which he fells them.^ The 
national wealth is equally dinl^iniihed, whether 

- the 
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the merchant be forced to export a greater 
value in other commodities^ or to fend the 
metallic money to his correfpondents by a dan- 
gerous and expenfive round-about way. 

Monopolies and privileges^ by raifing the 
prices of certain commodities^ take unneceiTa* 
rily more from the buyers than they ought, and 
diminifli their power to purchafe. Were the 
capital of the monopolift and privileged mer- 
chant employed in a different production with* 
out any monopoly or privilege, it would alfo 
produce a greater value, and the country 
would be a gainer. 

^Premiums are extraordinary rewards which 
the ilate grants fometimes for the produc- 
tion and fometimes for the exportation of 
certain commodities. When they are given 
to favouv #r to extend the fele of a new ufeful 
production^ or to recompenfe a beneficial 
invention, they may be jullified. By en- 
couraging extraordinary ingenuity, they a6l 
as an incentive to the emulation of the work- 
men* But when they are granted to raife in 
the country a commodity which could not be 
produced, or to promote an exportation that 
could not take place without a premium, they 
neceffarily diminifh the wealth of the nation* 
When their objeCl is to encourage the produc- 
tion pf a certain commodity, the nationpays m 
4 addi« 
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additional premium for an article which might 
be obtained from abroad without that addi- 
tion ; and, were it not for this premium, the 
caqpitals engaged in its production would pro- 
duce fcnne other commodity worth at leaft as 
much as that which is produced with the af- 
fiilance of the premium. When premiums 
are granted in the fhape of a bounty, that is 
to fay, as an encoiu*agement for exportation 
to enter into competition with alien merchants 
in foreign markets, the nation is doubly a 
fufferer, fince it is forced to pay the bounty, 
and) in addition to that, the higher price of 
the commodity which the bounty never fails 
to occafion at home, and which generally ex- 
ceeds the amoimt of the premium. There 
are, however, a few inllances in which pre- 
miums of this kind may be considered as ex- 
pedient, for inftance, to prevent a fudden ob- 
£tni&,ion to a certain trade, and confequently 
to guard againil a greater imminent evil, or 
to att(a6l commodities of the iirit neceflity in 
cafes of emergency. Still they are always fa- 
erifices which, though they may fometimes be 
justified on the fcore of warding off a greater 
inconvenience, or remedying an urgent want, 
can never be conducive to increafe the wealth 
of the country. They are generally occa- 
iion^d by erroneous antecedent regulations; 

the 
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the permlment profperity of a nation is always 
beft confulted when a free courfe is left to 
^e natural progreis of trade and induftry* 
Premiums have alfo this difadvantage in com** 
mon with monopolies and privil^es, that 
they draw labour and C24>ital to trades on 
which they could not have been beftowed^ 
at leaft not in the fame degree, had it not 
been for the premium by which they are 
fupported and encouraged. 

When premiums are merely a compenlation 
for an impoil previoufly paid, which might 
impede the exportation of a certain com- 
modity, they are called drawbacks. Though 
they do not attra6t induftry and capitals to 
channels into which the latter would not have 
flown of themfelves, it yet would be far mor« 
advantageous if* the duty were lowered upon 
the commodity in general, and paid in equal 
fiiares by the foreign and home cdnfumer, 
on both of whom it would fall lightly^ and 
the home confumer would be relieved of part 
of his burthen.. 

To encourage the produftion of any com- 
luodity by advances of money from the ilate 
is rarely advantageous. The requeft of fuch 
advances always denotes that there is tomeh 
thing hazardous in the undertaking. If it 
promifed a iure gain, and the undertakeir 

enjoyed 
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Cfi^pyed any credit, jn-ivate capitals would 
XkQt be wanting fbr the entcrprize; the 
..ft^te, Tinder that fuppofition, ftands in the 
.way oif private .capitaiifts. But^if • the under- 
,taking does not . hold , out any fair prolpefit 
of gain, or the undertaker has. no credit, 
the ilate is playing a dangerous game witlx 
•the public money entrufted to its care. 

The attempt, to r^gulate^ the exports and 
imports of Bf country is notleis prejudicial. 
To prohibit the i importation of certain com- 
,:piodities tends to raife the prices of tho& 
commodities at home ; to prohibit the . eX'^ 
jportation of certain produ6lions lowers their 
prices. In the firft inftance the nation Jofea 
the benefit of cheaper prices ; no one is ft 
gainer but the fmall number of fellers, apd 
thgfe too would very likely have gained a^ 
m]uch ixk any other line of bufinefe, had not 
the« prohibition of the foreign article at- 
tra£^ed them to that trade. In the fecond 
inftance, the home producers lofe the benefit 
of higher prices. Although the circumflancQ 
that the raw material is kept in the country, 
may enable the natives to purchafe this raw 
material a little cheaper, and the manufac- 
turer to extend his manufafture in confe- 
quence, it yet operates upon the whole againft 
.the production of this raw produce, dirai- 

Q nifhes 






niflies its quantity, and damps the zeal to im- 
prove it Eitperience (hows befides that it 
h not fo much the cheapnefs of the raw 
material, but the ikiU dTthe manufafturei^s 
which renders manufeftured articled good 
and cheap ; diere is no danger in the coni'* 
petition of the foreign manufa^uref if he bie 
obliged to fetch the raw material, the coun* 
try having in that cafe the ftart of the charges 
on conveyance' both ways. ; Should howevet 
the home manufa6turer not be equally fkiHed 
with, or rather greatly behind the foreign 
manufa6turer, it iij far moire advantageous to 
leave the buflnefe to foreigners, and to pui*- 
chaie their mahufa6tured article with any 
other commodity, in the production of which 
^he country exceUs* Whether prohibiting 
the exportation of any produce can eveV 
be defended on the plea of n^cel&ty is a 
qneftion foreign to the preffent inquiry. iTie 
principle that ought to be clearly eflablifhed 
in political economy, is fimply, that prohibi- 
tions with regard to either importation or 
Importation are not means of increafing the 
wealth of nations. 

The objeft of commercial treaties is in 
general to infure to thofe nations, with which 
the balance of trade is fuppofed to be fa- 
vourable, the monopoly of their produce in 

our 
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our countiy, juid to obtain the monopoly of 
our produ6tions in their country. But by 
this very circumilance that our country is to 
puf chafe only in theirs, it is deprived of the 
benefit of the lower prices at which the fame 
commodities might be obtained from other 
foreign nations, and lofes an advantageous 
tranfit and carrying trade* Whether the die of. 
the home produ6lions be a6fcually increafed 
in a manner perfeftly adequate to over- 
balance thofe lofles, is extremely problema- 
tical, without adverting here to the numerous 
political difadvantages with which fuch 
commercial treaties are infallibly pregnant. 
The time is perhaps not far diftant when the 
highly extolled commercial treaty concluded 
between Oreat Britain and Portugal, and 
known by the name of Methuen's Treaty, will 
be feen in its true light (A). Who kndw^ 
how far the admiffion of French wines at a 
duty equal to that of the wines of Portugal 
might have improved the intercourfe between 

(m) Methuen*i brother was a principal merchant in the 
woollen line^ and wrote to his brother the embaflador at 
Lifl>on» defiring him to ftate to the Portuguefe minifters, 
that the wines of Portugal, particularly thofe produced on 
the eftates of the nobles^ would have a great and fecure fale ' 
in England, if His Portuguefe Majefty would revoke the 
prohibition upon foreign cloth, fo that Englifh cloth might 
be admitted. Afpendtx to Robert Sovtbeys Lettert during a 
Jbort Rfjtdence in Spain and PortugaL 

Q 2 France 
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^France and England, awd contributed to- 
dimintfh that national antipathy which has 
to greatly affifted the political quarrels that 
have often been wantonly ratfed between the 
two governments, and have cauied the two 
moft intelligetit nations of Europe to rejoice 
in their refpedlive misfortunes ! 

The reftridtions impofed upon the trade of 
commercial colonies aim chiefly at infuring 
to the mother country th^ monopoly of its 
own produ6):ions, and at obtaining the 
colonial produce at a cheaper rate. They 
^ are equally difadvantageous to the colonies 
and to other countries. The former are 
forced to pay dearer for the productions of 
the mother country, which they might pur- 
chafe at a lefs price eliewhere, and to fell the 
mother country their own produce at prices 
inferior to what it might command in other 
countries, which are completely excluded 
from all commerce with the colonies. It is 
true that the mother country has the'advan. 
tage of felling many of its produ^ions dearer 
and buying the colonial produce cheaper. 
But as fuch a fyftem of exclufion and reftric- 
tion is apt to excite the jealoufy of foreign 
nations, and to create ill will in the colonies, 
rt forces the mother country to keep up a 
'ftrong navy for the proteflion of its diflant 

colonies^ 
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colonies, and often involves it in expenfive 
wars. The colonial trade draws alfo large 
capitals, which would have employed a num- 
ber of labourers in the mother country and 
procured it more folid advantages. And 
after all, it is not abfolutely certain that the^ 
colonial produce would be higher in price if 
its fale were left unreftriaed, fince a free 
trade never fails to encourage produ6lion. 

Upon the whole, it is evident that the ftate 
contributes little or nothing to the increafe 
of national wealth by police regulatioQS re- 
i5)e6ling trade and commerce. The meafures 
hitherto adopted for that purpofe generally 
produce effefils diametrically oppofite to thofe 
intended. The wifeft policy is to leave trade 
and commerce to their own natural and un- 
Ihackled progrefs (n). To prevent the pro- 

(») If every law of regulation either of internal or ex- 
tpmal trade were repealed, with the exception of thofe necef- 
fary for the colleflion of revenue, it would be an undoubted ' 
benefit 'to commerce as well as to the community at large. 
An avowed fyftem of leaving things to take their own 
courfe, and of not liftening to the interefted felicitations of 
one clafs or another for relief whenever the imprudence of 
fpeculation has occafioned lofles, would fooner than any 
artificial remedy, re-produce that equilibrium of demand and 
fupply which the ardour of gain will frequently derange, but 
which the fame caufe, when left alone, will as infaUibly re- 
fiore. jilex* Baring* s Inquiry into the Orders of Council^ &c. 
i8o8, page 133. 

: . Q 3 du^ive 
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du£tive powers being difturbed, and the 
gradual increafe of national wealth being im« 
peded, is the particular province of a good 
police ; its meafures ought to protect perfona 
and property, not only againft violent attacks, 
but alio againft ^ndling fchemes and ruin^ 
ous gambling Q>eculations ; they ought to 
facilitate the communication of the provinces 
with each other, render that communication 
fafe, watch over frauds in weights and mea^ 
fiires, and over adulterations of the coin, 
reprefs wanton begging, and remove every 
obftacle to ufeful activity. 



CHAP. 
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CHAR XL 

Of the Adminifiration ofjit/lke. 

THE inilitutions of a country for the 
administration of juftice are among it$ 
moil important eilabliihments ; th$y fret 
quently come in conta6t with individual 
comfort and profperity. The laws them* 
felves, by which the rights of the members 
of the community are regulated, have not a 
greater influence on the national wealth, 
tiian their proper application and prompt 
execution by an impartial adminiftration of 
juftice, Tl^e (onfcioufneis that our perfons 
are free and our property fafe, derived from 
the fleady operation of the laws and their 
difinterefted application, is an incentive to 
induftry. But the uncertainty of the law, 
jind a dilatory and partial adminiftration of 
juftice, occac^pi^E^. great wafte in the produc- 
live powers. They weaken the inclination to 
acquire property, and invite the ill-diii)ofed 
to quarrels and frauds. Laws which fix th^ 
relative rights of individuals, fecure and 
facilitate legal claims, and fubje6t their 
^alleft violation or iqfiT^£lion tp proportion- 

Q 4 Ate 
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ate puniihment, and an adminiflration of 
juftice which promptly comes to the relief of 
the opprefTed^ are alike conducive to the 
prosperity of a nation. The time i^ent in 
protra£led litigations is a lofi to produ6tive 
lubour. The fhorter the civil procefi, the 
greater the benefit. Wherever interefled 
lawyers keep up the fpirit of idle contentions, 
bad faith and double dealing are encouraged, 
and baneful evils follow in their train. 

Laws approach the neareft to perfeftion 

when great play is left to the freedom of 

perfons and property. Unneceflary aud over 

niunerous modifications of ranks, privileges^ 

monopolies ) a confl:ant pronenefs to legiflate 

in matters of trade and commerce ; the aiming 

at collateral obje6ls in the levying of the 

public revenue ; the rage of heaping fi;atute 

upon fi^atute on every trivial bccafion; and 

whatever may tend to make the laws cum- 

berfom^ and complicated, are evils of more 

or lefs ferious confequence, in proportion to 

the purity of the tribunals' to which the 

adminifl^ration of jufl;ice is entrufl;^. If the 

uncertainty of the law be a matter of tfiumph 

^th the wicked, in a country remarkable for 

its good laws and for a fi;ill better adminifixa- 

tion of juftice, what mufi^be its confequences 

{tmong le& favoured nations? The lofs of 

tim^ 
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tune, capital,' and labour among a people 
addi6ted to litigation and idle contentions, 
in countries ctirfed with a code of bad laws 
and an indijSereiit adittiniftration of juftice^ 
13 ipdeed incalculable* 
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CHAP. XIL 

Of the different Means of pnmding fyr ^ 
public Expences qfihe State. 

npHE ftate maybe confidered as a machine 
-** neceffary" to the foundation, preferva* 
tion, and augmentation of the wealth of 
nations. The community for whofe ufe it 
operates muft of courfe bear the expences of 
this machine. By protecting the individual 
rights of every member of the community^ 
the ftate is in f a6t a co-operator in the produc* 
tion of wealth* That this machine ought to 
be maintained at as little an expence as is 
compatible with the attainment of its object, 
and that it ought to abridge the property of 
individuals as little as polfible, are confe* 
quences of what we have aflerted to be the 
end which the ftate ought to have in view, 
that is to fay, the happinefs of the commu- 
nity. Economy in the application of the 
means by which the ftate is fupported, and 
prudence in their colledlion, that taxes may 
not obftru6t the acquifition of property, are 
two principles that ought never to be 
neglected. The wants of the ftate^ whatever 

4 may 
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may be their extent, muft be fully fupplied» 
and they can only be fupplied by contributions 
levied on the internal refources of the country* 
It is, however, evident, that as the nation 
is obliged to provide for the public expences 
out of its income, the more the taxes fwallow 
of this national income, the leis is left to the 
contributors for the fopply of their own private 
wants and for the accumulation of capitals 
to be employed in the production of freih, 
commodities* If the taxes touch the capital 
itfelf, they deftroy the fource of wealth; 
if they obftru6k the labourer in his induftry, 
apd befet the employment of capital with 
difficulties, they weaken the principal fources 
of wealth. But when the taxes abforb only 
a finall part of the income of the nation ; 
when one dais of individuals, or one in« 
dividual is not more burtbened than the 
other ; and when circuitous ways are avoided 
in the colle^ion of taxes, a larger capital 
is left in productive activity to increafe 
the national wealth. Simple and felf-evident 
as tbefe principles appear to be, their appli^r 
cation is confidered i^ liable to many difficult 
ties, and they have been more or lefs diC 
regarded by $dl ilates, . 

The ufual n]ieans which governments have 
fidopted to obtain the expences neceflary for 

the 
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the fupport of the ftate, may be reduced to 
demefnes, royalties, and taxes. 

Demefnes, erown lands, or domains, are 
lands belonging to the ilate, out of the net 
produce of which, part of the public expences 
are defrayed. Whatever may be their origin, 
whether the privatie property of the chief 
magiftrate, and generoufly devoted by him 
to the public fervice, or whether they were 
originally fet apart to be applied to the ex* 
igencies of the ftate, or purchafed, inherited^ 
or conquered, the individual 'members of the 
nation lofe the rents of fuch crown lands.: 
At firft fight, indeed, nothing appears more 
advantageous than to devote a portion of the 
landed property of the nation to the exigencies 
of the ftate, to truft its management to the 
government of the country, and to free the 
individual members of the nation from all 
further demands upon their property^ Were 
the revenue derived from demefnes fufficient 
to defray the ftate expences, this way of pro- 
viding for them would a^ually be the beft, 
and the bad management of luch-lands would 
readily be overlooked. But in proportion ast 
the wealth of nations expands, the fupport of 
the ftate becomes more expenfive. In our 
days, the net prbduce of the demefnes confti- 
tutes, in almoft every countiy, thi fmalleft 

part 
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part of the pubHc revenue, and the attempt 
\s> provide for the increirfed wants of the ftsM» 
hy fimilar facrifices of portions of knd, would, 
in many countries^ convert the whole furface 
of the foil into crown lands. The benefit 
which demefiies would confer on the commu- 
nity, were they alone fufficient for its public 
expences, is no longer within the reach of any 
great nation. Independent of the crown 
lands, the net product of which is fet apart 
for the public revenue, nations muil fubmit 
to all forts of ta^es ; and it is^ then, in parti- 
cular, that they feel the heavy burthen of 
demefnes (o), which deprives them of a far 

greater 

[p) In France, the crown lands, which are ftill called tbe 
national domains, are vaflly more numerous than under the 
^old government. There has been an annexation of all the 
forefts, formerly held by corporate bodies and the emignuitSy 
of large diflrifls in the conquered countries, and of all woods 
whatever, above the extent of 300 acres. In 1789, the 
demefnes in Prance yielded 50 millions of francs ; in 1802, 
they yielded, with the regifter dues, 190 millions, (JIatifliqut 
Je la France^) and in 1806, the forefts alone, 70 millions. An 
intelligeht American traveller in a Letter on the Genius of the 
French Government in 1810, reprobates in the fevereft terms 
this moft oppreffive and improvident mode of railing a reve* 
nue, as a bar to that improvement which would refult from 
the more produ£bve care of individual intereft. An immenfe 
territory, of more than five millions of acres, is withheld from 
the public, in the moft prejudicial manner, and gives employ- 
ment to 8000 goyemment officers, called confervators, in- 

fpedlorsy 
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greater fhareof wealththan what the ftate a/Sta-^ 
ally derives from them. Lands in the' hands 
government produce much lefi than in the of 
hands of private proprietors, becaufe the ftate 
is forced to leave their management and 
fuperintendence to others; it confumes the 
whole net produce, and can apply no part of 
it to the improvement of the foil ; and even 
when it attempts fuch improvements, they 
coft much more and fucceed much lefs than 
when they are undertaken by private indivi- 
duals. Hence the total produce Of crown 
lands is always much fmaller than it would 
be under a better management. They bear 
a much fmaller rent, particularly if we take 
into the account what their fuperintendence, 
buildings, immunities, &c. coft the pation 
more than they would do in private hands; 
there is, befides, a much fmaller produce dif- 
tributed among the undertakers, capitalifts^ 
and labourers employed in their cultivation. 



fpedorsy furveyorSy guards^ Sec. and to complete the injurff 
no individual proprietor of wood4and can cut down his tim- 
bery under a heavy penalty^ without giving fix months notice 
of his intention to one of the confervators^ upon whofe 
report the permiifion of gov^nment is granted or refufed. 
This gives tQ the French government a virtual monopoly of 
the fale of wood. In Prulfia, there are ftill 516 domanial 
eftates. 

Vere 
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XVere demefiies xjonverted ihto private prt^ 
perty, their former rent might be paid to 
government in feme other fhape. By a better 
management, Ihey would yidd a far higher 
tent to the new proprietors, more labourers 
"would draw wages from them, and as a larger 
capital would be employed,' the capitalift 
would alfo obtain more ihtiereft, confequeiltly 
the nation would be benefitted in proportion 
to the extent and previotis bad adminiftration 
of the detnefnes. In many countries there is 
ftill another difadytmtage conneSted with 
icrown lands. They draw government over, 
as it were, to the party of thofe who, enjoying 
imrtiunities or exemptions from taxes, burthen 
the other land-owners with greater charges, 
and enridh themfelves at the expence of 
othisrs. However when flates cannot be pre- 
vailed upon to alienate their demefhes, they 
i>ught, at leaft, to affimilate them as much 
ti3 poffible to private property, by fubje6ting 
them to all the taxes of the country, and 
•by letting them out to farmers in fuch « 
Way as to have nothing to do with their 
fuperihtendence, but fimply to receive 
the rents. In that cafe, long leafes, which 
afford opportunities to difplay talents and 
to acquire wealth, are the befl, as they 

almofl 
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almofl give the fiumers the intereft of private 
proprietors. 

Royalties are the exclufive right of the 
ftate, to carry on, certain trades, with the fole 
view of deriving a public revenue from them^ 
fuch as mining, coining (p\ pofl coaches^ 
manufa6tures, repairs of high ways, games of 
hazard, commercial fpeculations, &c. Bu^ 
the ftate is always a bad tradefma^ ; it muil 
get every thing done at a great expence, b^ 
agents, who, in general, are more interefled 
in enriching themfelves than in benefitting 
the ftate, or who, even when they are divefted 
of too large a Ihare of felf-intexeft, never feel 
fuch a powerful . incitement tp induftry and 
_ diligence in conducing a bufinels of, that 
kind, as an individual who works. for his own 
immediate benefit. The ilate, befides, cau-^ 
not enjoy any profit from trade unlefs it 
appropriates to itfelf, either by dire6l or indi- 
re6l means, the monopoly of that trade, and 
forces the nation to purchafe the commodity 
^t a higher price than it might elfe be had»^ 
And as the commodity cofls the ftate much 
more than it would coft to a private under- 
taker, its gains are far from compenfating.the 

(p) The feignorage on coin in France produced in iSoj- 
about 400,000 francs. 
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lofs which it brings upon the nation. Were 
the trade left free, the nation would employ 
the money which it pays to the ftate for its 
commodity, in* purchafing the article and 
paying in the fliape of a tax what govern- 
ment gains by its monopoly, and it would 
ftill have a coniiderable furplus left above the 
price of the commodity and the tax paid to 
the ftate. The greater the extent of the 
trades carried on by the ftate, the greater is 
its intereft in injuring other tradefinen that 
come in coUifion with it ; the more branches 
of induftry are withheld from the people to 
whom they ought to be left unimpaired, and 
the more is taken from the fubje6ls. Thus 
the ftate raifes an unneceflary obftruftion to 
the increafe of national wealth, fince it might 
obtain the fame revenue at lefs expence, and 
in a way far more conducive to the profperity 
of the nation. Were fome rilks to be run in 
the beginning of a ptofitable enterprize, fo as 
to deter private undertakers, it would yet be 
more advantageous for government to induce 
private individuals, by advances or premiums, 
to embark in the trade, than to undertake it 
itlelf. Even trades which, for the fake of or- 
der and fafety, want the fan6lion of public 
authority, fuch as coining and others* are bet- 
ter managed by private undertakers. And 

R ^ (hould 
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fliould public fecurity abfolutely require any 
bufinefs to be carried on by the ilate, it yet 
ought never to be confidered as a good fource 
of revenue. Monopolies always have the moft 
pernicious effects on the wealth of the nation, 
without any advantage to government ; they 
are therefore at all times an evil. And this 
evil is of a ftill more alarming confequence 
when the trade in itfelf is not only ufelefe but 
injurious to the community, fuch as lotteries, 
and more efpecially thofe known abroad by 
the name of Lottos (y). 

Lotteries in general are a mere gambling 
{peculation, by which money is coUedled out 
of the pockets of many to return it, confider- 
ably reduced in its amount, according to the 

(q) A Lotto 18 a Lottery of ninety nnmbersy from one to 
ninety, upon one, two, three, or any indefinite number of 
which the perfons who play in the lottery may ftake any fum 
they pleafe. Every fortnight or every three weeks the lot- 
tery is drawn, that is to fay, five mmibers are taken out of a 
wheel which contains the whole ninety. All thofe who have 
flaked their money upon one, two, three, four, or fiv« of the 
fortunate numbers are gainers in proportion to their ftakes. 
The guefling of gne number is rewarded with fifteen times 
the ftake, and is called an £xtra£^ ; that of two, with 27a 
times the ftake, and is called an jin^e ; that of three, with 
5cxx> times the ftake, and is called a Temef &c. But it is 
evident from the proportion of the firft chance, which fliould 
be 18 inftead of 15 times the ftake, that the chances are con^* 
fid^rably againft the players, 

dilates 
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di3;ates of a blind chance, to the pockets of a 
few. Nothing whatever is gained for the na* 
tion. On the contrary, the time and labour 
beftowed upon the game is neceflarily loft, 
and the whole capital embarked in the Lot- 
tery is withdrawn from produAive labour; 
both thefe circumflances are, equally prejudi- 
cial to the wealth of nations. Lottos efpe- 
cially, by admitting very low ftakes, are miC- 
chievous beyond all calculation in the excels 
to which they are encouraged in France, 
Pruffia, Denmark (r), &c. When the tickets 
of fuch Lotteries as the Englifli are very high, 
they are moftly purchafed by wealthy indivi- 
duals, or filch who being able to calculate the 
chances of gain are not diverted from ufefrd 
bufinefi by foolilh hopes. It is their being 
Iplit into fmall (hares wjiich takes from the 
poor and ignorant their little earnings; extin- 
guiihes in the common people the fatisfad:ion 
which they commonly feel in their moderate 
incomes ; kindles in their breafts a paifionate 

(r) During fourteen yearsy from 1773 to 1787, the gain* 
of government from the Danifh Lottos amounted to 
^^20^423 fterling. But from j 787 to 1791 the public re- 
gained 1^403*672 fterling, and left only a balance of 
^416,751 fterling to the Crown for the fpace of eighteen 
years. The very uncertain produce of this deftru^^ive gam- 
bling impoft was therefore onl^ about 1^209000 fterling an- 
nually upon the average of 18 years. 
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deiire of gain ; diminiflies their zeal for ufefiil 
labour, which is flow in enriching its votaries $ 
and dazzles their imagination with the pro& 
pe£t o£ obtaining rapidly and without trouble 
thofe tempting prizes, the o\^e& of their moft 
ardent wiflies. Even independent of the im- 
moralities into which the rage of gambling in 
Lotteries fo frequently betrays feeble minds, 
whatever weakens or extinguifhes the love of 
labour has the moft pernicious influence on 
the wealth of naticms, the increafe of which 
depends folely on labour and capitals the 
produce of labour (5). 

(/) It win not eaiily be credited bj poftedty that, in a cal« 
dilating age, and in an enlightened country, the parent of the 
foundeft principles of political economy^ where the indufby 
of the people » acknowledged to \^ one of the moft abun* 
dant fources of public revenue, thofe who were placed at the 
helm of the ftate in the year iSio (hould have perfifted, not- 
withftanding the energetic admonitioniB of the wifeft fenators, 
in a fyftem fo fraught with moral mifchiefs, and which hat 
fuch a dire6t tendency to abate the induftry of the people* 
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CHAP. XIIL 

Of Taxes in Particular. 

THE greateft benefit that can be confer- 
red upon a nation is, to leave all lands 
and all trades to private individuals, who are 
fure to obtain from thetA the largeft poffible 
income, and to let each individual contribute 
no more of his income to the public expencies 
than ^at the end of civil afibciations necet 
ferily requires. This is beft efFefted by regu- 
lar impofts and taxes. The colle6lipn and 
management of the public revenue is the only 
bufinefs particularly fit for the ftate, and with 
which it ought never to part. It is not ^6 
much the fum raifed or expended, as the 
mode of its levy and its application, which 
chiefly promotes or iinpedes the proper diftri* 
bution and increafe of the national wealth. 
Not that the film itfelf is indifferent. Every 
expence incurred by the flate is always more 
or lefs a lofs to the individuals who contribute 
to defray it ; and as wealth increafes in pro- 
portion to the length of time that a capital is 
afl;ively, or rather produfilively, employed, 
that Ijflem of finances is no doubt the befl 
B 3 which 
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which not only takes leaft from the fubje6l, 
but leaves the money as long as poflible in his 
hands, collects it only at the time when it is 
wanted, and quickly returns it to the pockets 
of the contributors. 

Taxes ought never to dry up the fources 
from which the fubjeAs derive their incomes; 
they ought to be levied on the annual income, 
and not on the flock or capital. Every ex- 
emption or immunity is contrary to the prin- 
ciples of juftice and equity ; the public bur- 
thens ought to be borne by every member of 
the community in proportion to his ineome, 
without any exception. Unneceflary feverity • 
and vexation ought to be avoided in the col- 
lection of the taxes, and they ought to be ga- 
thered at the finallefl poffible expence (t). 
The amount of every tax and the time and 
place of its payment ought to be fo well af- 
certained, as to leave no room for contention 
about either between the contributor and the 
tax-gatherer, to afford no opportunity for the 
exaction of bribes, to allow the money to re- 

(/) The coUeAion of the taxes in France under the ancient 
regime coft .about lo per cent. ; in i8o3> i6f, and in i8o8» 
according to an American traveUer, 20 per cent. In Eng- 
land the coIle6tion of the taxes coils from 7} to 10 per cent. 
The Excife is even faid to coft only 3^ per cent, or 9d. in 
the pound. 

main 
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main as little as poflible in the hands of the 
Colle6tors, and to render every attempt to 
evade the tax altogether next to impoffible. 

Among the nations of antiquity, and parti- 
cularly among the Hebrews, conjtributions to 
the public expences were levied in kind. 
Even in the Roman republic an^ under ibme 
of the Roman emperor^, fome taxes were paid 
in kind. In 1340 the parliamentary grants to 
the King of England were only in kind: 
30,000 facks of wool were granted. The 
iame took place in France under the kings of 
the firft and fecond race, as appears from the 
Capitularies. The celebrated MarjOial Vauban 
wanted to revive this mode of iit^fition un- 
der Lewis Xiy., and the queftx>n was again 
agitated in France in 1787 : but t^s incon- 
venient mode of taxation was adopted only 
for a Ihort time, under the name of Requifi- 
tions, during the revolutionary phrenzy. 
Contributions in kind and in perfonal fervices 
are always more expenfive aiid troublefome 

, to the contributors and to the ftate than they 
are ferviceable to the latter ; they give rife 
on both fides to arbitrary, unjuft, tyrannical 
and cruel proceedings. Farmers in France 
have not fcrupled to mutilate their cattle and 
wilfully to deteriorate tile race, in order to 

s ^fcape the intolerable requifitions of the re- 

B 4 volutionary 



248 OF TAXES IN PARTtCtTLAK. B. ll» 

^ volutionaiy governments. Taxes in money 

^ are not liable to fuch inconveniencies. They, 

i too, deprive a nation of part of its income ; 

\ but provided the public means be expended 

' in fecuringt)ie liberty, fafety, and tranquillity 

' of the fubj^, a valuable confideration is ob- 

» tained in return. 

^ But reverting to the two moft material cir- 

p cumftances in the levy of ta^es in money, 

viz. their being laid on equally, and colledled 
with the lead inconvenience to the contri- 
butors, it muft be confeffed that to hit this 
equality exa6lly, or to tax every fubje6l; in the 
precife proportion of his net income, is im- 
a/^^ poffible.**^jire ought to be taken only that 

one clafs OfV citizens be not burthened pre- 
ferably ^ foother, that one clafs be not 
obliged to bear the tax almofl alone, or that a 
few individuals be not deprived by the tax of 
t nearly the whole profit of their labour or ca- 

pital, whilft others are enjoying it unimpaired. 
Such glaring inequalities, by rendering the 
fufferers difcontented, and weakening their 
inclination to acquire, impede the current of 
wealth, and Hop it at its fource. Had the 
nobles of France xonfented to the equaliza- 
tion of the land tax, a paltry deficit of lefe 
^ than two millions fterling would have been 

remedied, and Europe would have been 

ipared 
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^ared the fcenes of horror and devaflation 
which followed their pertinacious refiilance 
to allay the well-grounded difcontents of an 
unequally taxed rather than overburthened 
people. But thofe inequalities which are un- 
avoidable in the faireft fyftem of taxation, 
are of trifling inconvenience compared to the 
pernicious confeqUences of the following de- 
fers in its levy and coUeftion. If the latter 
be entrufled to too great a tiumber of officers, 
a confiderable fhare of the tax remains in the 
hands of the colle6lors, the nation is bur- 
thened, as it were, with a double impoft, 
and a herd of people that might perform pro- 
du6live labour, are maintained at the ex- 
pence of the induftrious.' If any part of the 
tax be left to the arbitrary afleffinent of the 
coUeftor, it opens the door to a fyftem of 
bribery. If the contributors be obliged to 
carry their payments to a great diftance from 
their homes, the nation is deprived of the 
commodities which would have been pro- 
duced during the time loft in their journey* 
ings. If the tax be ever fo flight an infrac- 
tion upon the freedom of trade and com- 
merce, it deftroys that portion of national 
wealth which a free trade would have pro- 
duced. And laftly, if the incitement to 
evade the tax be encouraged by the oppref- . 

five 
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five nature of the tax or the vexatious mode 
of colle6ting the lame, it feeds the bad paf- 
fions, engenders immorality, throws the whole 
burthen of the contribution upon the vir- 
tuous, and fuffers the vicious to efcape its 
load. 

All taxes are paid by the nation, and as 
they ought to be levied upon its income only, 
they muft neceflarily flow fiom the three prin- 
cipal fources of national income, viz. land, 
labour, and capital. He who is unable to con- 
tribute to the expences of the flate out of his 
rents, wages of labour, or profits of ftock, is 
forced to break upon his capital in order to 
pay his taxes. 

The economifts or phyfiocrats maintain, 
that there is in every country a clafs of inha» 
bitants into whofe hands the whole income of 
the.nation is primitively depofited, and out of 
whofe hands all the other inhabitants mull re- 
ceive their refpeftive incomes. They fay, 
*' all wealth is originally derived from the 
J' foil, and coniifts in raw produce, or rather 
** in provifions. It is with the provifions 
•* grown in the courfe of the year tliat the 
" advances beftowed on the cultivation of 
<* the foil and the rent of the landlords are 
♦* paid, and it is with that portion of the raw 
** produce of the foil which die co-operators 

« in 



"5^---''-^'—- * m ■ — IIHIi _ ■ 



CH.XIII. OF TAXES IN PARTICULAR* 151 

** in its produ6i:ion do not confume with 
^^ their families, that all the remaining labour 
** performed in the courfe of the year, and 
** whatever is confumed or accumulated in 
** the country within the lame period, is 
** purchafed." [b. n. ch, iv.] Were this 
really the cafe, it would undoubtedly be, mod 
convenient to tax none but land-owners, from 
whom every commodity originally proceeds, 
and who are obliged to dilburfe, in wagi^s of 
labour and profit of undertakers, what the 
labourers and undertakers pay additionally for 
the commodities on which the taxes are paid. 
Had the labourers no taxes to pay, the land- 
owners would keep as rent the additional 
wages which they are obliged to give them on 
account of the taxes. The impofl laid on the 
landholders would be confiderably below the 
whole produce of the taxes j it would fave the 
enormous expence of collecting it from fo 
many hands : confequently all parties would 
be materially benefitted^ The ilate would 
have no demand hut upon itsi moft wealthy 
fubjedbs ; its revenue would be more certain. 
The land-owners would pay lefs than they did 
before. The remainder of the inhabitants 
would be delivered from the vexatious bur* 
then of the taxes, and the nation at large 
would fave the time loft in their coUedlion 

and 
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and payment ; the hands which gathered the 
vexatious tributes would be turned to pro- 
ductive labour, and the removal of the ob- 
ftru6iions ariiing from inquifitorial taxes in 
feveral trades would caufe the people to ad- 
vance more rapidly on the road to opulence. 
To invent a more fimple iyftem of taxation 
is hardly poffible. Unfortunately the main 
principle on which this beautiful fuperftruc- 
ture is raifed, viz. that the annual income of 
a nation is derived from its foil alone, cannot 
be admitted as grounded in truth. The real 
income of a nation does not confiil merely in 
the provifions that are confumed, but in all 
the manufa6tured and other commodities pro- 
duced during that confumption, or in other 
words, in the value of whatever each indivi- 
dual in the country confumes, which evi- 
dently confifts in a certain quantity of maiiu- 
fa6tured and other commodities, in addition 
to his food. The whole annual furplus of 
raw produce is purchafed with an inconfi- 
derable part of the labour of the manufac- 
turers, artifls, merchants, and performers of 
perfonal fervices ; the remainder of the pro- 
duce of their labours conftitutes a high 
value abfolutely independent of the produce 
of the foil. []b. II. CH. iv.] This value, which 
is always the larger, the richer the nation, and 

which 
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which in many countries exceeds not only all 
the rents, but alfo the whole value of the foil, 
(as was formerly the cafe in the republics of 
Venice and Geneva, and as is ilill partly the 
cafe in Holland (u), Hamburg, Lubeck, and 
Bremen,) would thus remain untaxed ; and 
what appears at firil fight a relief to the coun- 
try, would introduce a mod unequal and op- 
preffive taxation, and far from encouraging, 
annihilate agriculture. The cultivators of the 
Ibil would, namely, not have it in their power 
to add the amount of the tax to the price of 
their produce j this price being regulated by 
competition, which, according to the phy- 
fiocratic iyftem, ought to be left open. Fo- 
reigners, not paying the exclufive land-tax, 

(tf) Even fo late as 1803^ Metelenkamp eftixnated the 
wbole property of Holland^ bearing interefl, at 2734 mil- 
lions of Dutch florinSy out of which the lands and turberies, 
yielding a raw producey amotuited only to 764 millions^ 
buildings bearing rent to 250 million s, the capital of farmers 
to 120 miUionsy the national debt to 600 millions, foreign 
debts to 650 millions, commerce, fifheries, manufa6iures, 
and handicrafts, to 350 millions. In agricultural countries, 
where the proportion of the national income derived from 
any other fource than the foil is very fmall, as in Pruflia, be- 
fore the peace of Tilfit, when one was 248 millions and a 
half, and the other only 12 millions and a half, the land-tax 
might perhaps bear the fame proportion ; in Pruffia,.for in- 
ftance, it might have been -f|^ of all the taxes of the country 
taken together, 

3 would 
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would be able to underfell the native hufl 
bandmen, whofe ruin would deprive the ftate 
of its only revenue. The fuppofition that the 
prices of corn would fink, is built upon the 
erroneous idea that the land-owners a6iuaUy 
pay at prefent more and higher taxes (.r). 

But whether the phyfiocratic fyftem be 
practicable in fome countries or not, it ap- 
pears almoft impoffible to eftabliih, in all cafes, 
a clear and precife difference between primi- 
tive and derivative income, and it is this im- 
menfe difficulty of afcertaining the nature of 
the income of each individual contributor to 
the public expences, which leads financiers to 
grope along in the dark, and to make a de« 
mand wherever they fuppofe fomething is to 
be had. PolTeffion, acquifition, coiifumption, 
are regarded as land-marks of income, and 
taxes are levied accordingly, fometimes di- 
rectly, and fometimes by a circuitous road, or 
indireftly* Pofleffion is taxed on the pre- 
fumption that it is the furefl; road to meet the 
income: but if it be not a fource of income, 
if the pofleflbr acquires nothing with his pro- 
perty, the capital is gradually diminiflied, and 

(x) See The Science of Legtjlation from the Italian of 
Gaeiano Filangieri by Sir R* Clayton* London i8o5. 
p. 203' 
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the ori^n of farther wealth prevented, which 
circumflance ought to be moft particularly ^ 
avoided in every kind of taxation. All dire6l 
taxes on property, or on the mere tranfition 
of property, from one hand to the other, are 
taxes on poiTeflion. Were it poffible to afcer- 
tain with accuracy the property of every in- 
dividual, and did not property flu6luate fb 
much, or did every one employ his property 
in profitable undertakings, a property tax 
would be a very eligible tax. As it is the 
proper medium of acquifition, every one that 
is taxed according to his property would, in 
fa6l, be taxed according to his income. Small 
propertiels, however, fliould be fpared, or very 
flightly touched, and a geometrical rather 
than an arithmetical progreffion obferved in 
afcending to the mod wealthy inhabitants. 
But when the property tax takes not merely x 
a part of the income ufually derived from it, 
but a portion of the capital itfelf, it prepares 
the ruin of the country. It is on this account 
that a property tax ought at all events to be 
low. One individual may gain much more 
with a fmall property than another with a 
large one. It would therefore introduce the 
moft oppreffive inequality, if it were high, or 
the only tax. 

The 
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The mere aft of transferring property to 
another perfon by iale, barter, donation, &c. 
does not increafe the exuding property of 
the country, nor does it fuppofe any pre- 
vious increafe. To levy a tax on fuch 
transfers, is taking from the capitals them- 
lelves, and leflening the fources of income* 
He who pays the tax, may poffibly replace it 
out of fome other income, or make the de- 
ficiency up by additional induflry. But the 
date ought not to trufl to the fatal confe- 
quences of any public meafure being obviated 
by private prudence. It is the a6l of a very 
ignorant and unthinking financier to demand 
a tax merely becaufe he obtains fight of a 
capital, without heeding the injurious efiefts 
which its operation is liable to produce in 
general. Of this impolitic and improvident 
nature are all taxes raifed as a per centage 
on the transfer of immoveables, changes of 
feudal tenure, inheritances and property leav- 
ing the country, levied fometimes direftly, as 
the legacy tax, droit d'aubaine, &c. and 
ibmetimes indireftly by ftamp duties, regifl^er 
dues, &c. They are all taken from capital, 
and ftrike at the root of wealth, for though 
fome individuals may be gainers, the nation 
s^cquires nothing by fuch transfers. The de- 

dudtions 
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duflions made ^rom emigrating capital^ 
known formerly in moll countries by the 
pame of Droits d'Aubaine, keep, it is true, 
part of the capital in the country: but thej^ 
obftnift the entrance of foreign capitals; and 
as the eflforts to bring capitals to a profperous 
country, greatly exceed the inclination to 
'tetmoVe them, fuch a tax doed more harm than 
good. 

An annual income is gained by means of 
land, capital, and labour, either common, or 
Ikilled, or performed under the name of per- 
fonal fervices. Taxes on acquifition are there- 
fore either land taxes, taxes on the revenue 
of capitals, or taxes on induilry. 

As far as the foil yields a rent, it may bear 
a t^x. This does not impair the means by 
which the rent is annually reproduced. Were 
the tax however to iwallow the whole rent, 
or its greateil part, land would grow lefs va- 
luable, to the owner, and foon ceafe affording 
a net produce or income, which circumflance 
would render the tax unprodu6tive, and di- 
minifli the national wealth. But if the land 
taxes be fo moderate, as neither to prevent nor 
to impede the cultivation and improvemeni 
of the foil, be their (hape or foim what if 
may, they are not prejudicial to the jprogref- 
five /increafe of the Wealth of the nation. 

s Every 
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Every one then ufes his foil juft as he Ihould 
do were there no tax. The effe£l of fuch 
taxes is never injurious, as long as they take 
only a fmall part of the net produce. But 
when they are regulated by the grois pro- 
duce, and increafed with it, they unavoidably 
prevent the improvement of the foil, becaufe 
they affed: the capital that is identified with 
the foil. They then degenerate into a dire€t 
tax on capital. It is on this account, chiefly, 
that tythes on raw produce ought, by all 
means, to be commuted into fixed regular 
impofts, calculated upon an average of leveral 
years. If there be a trifling inequality in the 
land tax of different provinces, it can have no 
injurious effect on the cultivation of the Ibil ; 
it only may influence ti^e price of land in pur* 
chafes. But exemptions granted to certaiob 
lands are always highly diiadvantageous to 
the whole country, becaufe, either the other 
lands are fo much the more burthened, or, in 
order to avoid this inequality, a much more 
inconvenient tax is impofed in another fliape 
upon the land owners, exempted from the 
land tax. 

Capitalifts drawing interefl; from their 
money, enjoy* a net income, and might un* 
doubtedly contribute to the exigencies of the 
date : but many circumftances render a tax 

on 
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on intereft rather difficult. It is namely im« 
poffifale to know precifely what .capitals indi* 
viduals are poflefied of. Severe refearches 
are tyrannical^ and feldom attain their end. 
They drive foreign capitals from the country^ 
impair credit, and confequently tend to dimi« 
m£h produ&ion. It is on this account, in 
particular, that the Britifli legiflature, en- 
lightened by the wife counfels of the im- 
mortal Fox, relifted the attempt of ignorance 
and prejudice to tax the intereft paid to 
foreigners out of the national debt(^). But 
the dedu£tions made firom the dividends of 
the national creditor, may have the falutaiy 
effe6t of turning more capital to produfitiye 
employments, the exa£fc returns of which can 
never be afcertained. 

Induftry comprifes every kind of labour, or 
ufeful occupation, by which^ money, the re- 
prefentative of value in general, is acquired* 
It therefore includes, not only the labouring 
clafies; menial fervants, and performers of 
other perlbnal lervices, but alio thofe who 

(j) The intereft on public ftocks, held by ferdgnen ia 
l^nglan^ is annually about 1^6309000 fteriing, to which may 
be added d^^ofioo fteriing, for Bank and India ftock. The 
exa£l amount of the exemption on the income tai, was in the 
year ending Oftobef 1807, £0]fT]i 12U 7id.| in 1808, 
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appty either borrowed capitals^ or their own 
to produ6tive employments^ fuch as farmers, 
manufacturers, artifts, handicraflfinen, mer- 
chants, dealers, &c. The profits of farmers 
may be nearly afqertained by the rents they 
pay to their landlords, and the gpodnefs of the 
foil they ipultivate, Thefe are data towards 
a tolerable eftimate of tbeir income, and 
may form the bafis of an agricultural in- 
duftry tax, which, if levied moderately 
upoA the probable profits of the farmers, 
and not upon the imf^ments of hufbandry, 
cannot clog, agricultural induftry. The 
farmers actually pay fuch a tax in Great 
Britain, in the fliape of a general income tax. 
But in fQ^l9. provinces of Denmark, as Slei^ 
wick and Holllein, each plough pays twenty- 
eight dollars or about j^5. 12s. fterling, an- 
nually* The profits of manufacturers, artifts, 
:|nd handicraflfmen, may alfo, in fome degree, 
be guefled at by^ the number of hands which 
they employ : but mercantile prints a^re not 
eafilyafcertained,, though cuftom and exciie 
regiilers may give fome diftant idea of the 
buimefs tranfaCted by the merchant. But 
inilead of vexatious and tyrannical inquiries 
into the private concerns of every induftrious 
individual, it is far better, in free and well 
governed countries^ to truft to the patriotifm:^ 
:. t and 
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and probity of the fubjedti and tiOt to di^te 
the amount of his income as ftated by himfelf 
on his oalii, unlefs there be a ftrong prefump- 
tion that it has been rated far below its rdal 
amount; This^ is infinitely preferable to the 
droit des paientes^ paid under the prefent 
government of France ( 1 8 1 o) for the privilege 
of exercifing trades and profeffions, and upon 
the emolument and transfer of public offices- 
It is at once a capitation tax, and a tax on the. 
wages of induftry, moft unequal and oppreflive 
in its operalion^ fince it takes no notice of tbe^ 
efle£tive returns of any bufinefs. The mer-i 
chant; whofe clear gains amount to 4^5000 a' 
year^ pays no more than he whofe profits do 
not exceed the tenth or twentieth part of that 
fiutt. As far as a general income tax is alio, 
in ibme degree, a tax on the wages of induflry, 
it ought to be guided nearly by tlie fame rules, 
and avoid, above all, to obilruft the induftiy 
€£ the labouring dalles. Small incomes, 
hardly fufficient to provide for the common 
aecefiaries, fliould not be touched at all, and 
a very trifling contribution only ought to be 
taken fr<>m thofe who earn little above the 
fiipply of their moft neceflary wants. It 
ought alfo to be collected in finall portions, 
and at regular times. . : 

8 3 Taxes 
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Taxes on Goofiunptkm oUtge the coofiimer 
to contribiite to the exigencies of the ftate 
ibme part c£ the furplus which he deffined 
for his confiunption. They ought to . be 
levied on fuperfluities only. But in modem 
civiliz^ fodeties, every rank incurs unaVoid* 
able expences to preferve its. weight in die 
fcale of fuhordinatiim. Whatever is neceflary 
to keep up this pciUtical importance in the 
gradations of civil ibciety, cannot be touched! 
by the ilate without ftifling the national 
energy. The fuperfluities of one eonfti- 
tuting thfe nettflanes of the other, the' ikfeft 
way appears to be to levy a tax on confiimp* 
tion, even on the abfolute necefiaries of every 
clafs } but in fo flight a proportion that ^very 
individual member of the community may 
retrench from his fuperfluities what he ift 
forced to pay additionally for l|ia-neceiBaries 
on account of the tax. According to this^ 
principle, and under the fuppofition that the 
wages of common labour have not reached 
their minimum, but that even the very 
lowefl: labourer earns more than is abib* 
lutely neceflkry for his fupport and that of 
his family, and that he need not retrendi 
from his food, a trifling tax may be levied 
on what confl;itutes the abfolute neceflary of 

the 
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the lower orders. Their fuperfluities may be 
taxed fomewhat heavier, yet in fo flight a 
manner, that they may ftill be enabled to 
come at thofe fuperfluities by a little greater 
exertion of induftry. The middle clafles, by 
indulging more freely in what the lower ranks 
confider as fuperfluities, would of courfe bear 
a larger proportion of thofe two taxes, and 
have an additional and heavier one to pay on 
their fuperfluities. And the higher ranks, 
having alike ta beat the taxes of all the 
fubordinate clafles, would have a confiderable 
additional contribution to pay to the exigen- 
cies of the ftate, fi>r whatever may be con- 
fldered as a fuperfluity among them. This 
gradatioii of taxes is at the fame time the 
moft produ3ive and the moft equitable, every 
one being obliged to confume a certain 
quantity of the neceflaries of life, and enabled 
at his own option to indulge in fbme of the 
fliperfluities of his own rank, or of thofe 
above him. 

That a tax on confUmption, levied upon 
the mofl; common neceflaries of life, tends to 
raile the wages of labour, and is in fa6t 
paid by thofe who pay the labourers, may be 
true, when the wages of labour are near 
their minimum. But in countries where a 
day labourer may iupply many fuperfluous 
s 4 wants 
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Mratits ^ith his earnings, the labouring dafs 
is not diminiflied becaufe it bears a trifling 
tax ^B'cbnfumption* A fmall duty on bread, 
for inflance^ 4pes not 4iniinifli the labourer's 
cojfifumpdon^.of breac^ He eats the fame, 
quantity, but^e drinks ;1^& ipirituous liquors. ; 
Thete may b^ ftrong realbns for laying the^ 
duty ^pa breads preferably to any objeft.of . 
luxury, and if the earnings of no individual 
in the country be fo finall as to force him to 
live u|K)n bread only, no pe;rfon is injured 
by th^htax* Befides it ^piay frequently be 
expedient jtp levy a tax on the labourer rather 
than on the cqnfumer who pays him, provided 
the Ikbqureilrhas it in his power to raife his, 
wages on account of the tax. A tax on 
luxuries, for inilance, which to be prodji6live.' 
muil always be very high, might hold out 
too powerful an encouragement for fmuggling,^ 
or opprefs an extenfive home manufa6lure« 
by which lafl circumflance labourers vould 
lofe more of their wages, and undertakers of 
their profit, than the tax takes either dire6lly 
from the former, or in a circuitous way from 
the latter. Whatever may be the tax on 
coniumption, the whole of the tax never refls 
on the article taxed, but is drawn from a 
large circle fo as to produce an equalization. 
Labourers in particular will always endeavow 

3 *^ 
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to Ihift off part of the burthen upon their 
employers, and the latter upon their cuf- 
tomers. But if the tax be moderate, and 
if neither the profits of the undertaker nor 
the wages of labour have . reached their 
minimum, the prices of commodities and of 
labour are not affedted by the tax, which, in. 
that cafe, falls rather upon the labourers and 
undertakers. The rife and finking of prices 
depends folely on the competition of the 
demand and offers for iale. 

The immediate obje6l of taxes is to raife 
money to defray the expences of the fixate. 
Other views, however, are fometimes con- 
nedted with their levy. To direft commerce 
into the channels that are confidered mofi; 
profitable ; to favour the impoitation of 
certain commodities, and to exclude others ; 
to invigorate the inland induflry ; to keep 
the prices of provifions down ; to impede the 
progrefs of luxury ; to reprefs vice ; to en* 
courage virtue ; to accelerate the improve- 
ment of civil fociety ; to increaie .the popu- 
lation of the country, or to pry into the 
fecrets of private correspondence (2), and to 

prevent. 

(z) One of the moft remarkable inibnces in which 
financid' and political objeds are combined, is the fyflem . 
of the poft-office in France^ where, even under the govern- 

ment 
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prevent the diflemination of knowledge among 
the lower orders, &c. are fb many acceflary 
obje^s which ftatefmen have not fcrupled to 
combine with their plans of finance. But the 
interference of the ftate with trade and com« 
merce, is generally ufelels, and frequently 
hurtful. The employment of capital in 
produdlive induftry may fafely be trufled to 
the unerring operation of individual interefl. 
An unreflrained freedom of trade and com- 
merce is an infallible way to increafe the 
wealth of a nation. The mofl beneficial 
accefTary end which the flate may hiave in 
view, is fure to be more than over-balanced 
by the evident difadvantage of fettering 
induftr}' [b. n. ch. ix.^ ; and at all events, 
the attempt to direft the trade of the 
country ought to be totally unconnedted 



ment of the BourbonSy there were certain Bureaux de/ecrU^ 
or fecret offices for infpeding all communicaticMia through 
that channel. The Count de Broglie, in a letter to Louis X VI.^ 
in the Politique A tow lee Cabinete de PEurofef iays, ** On 
<< a de trb ancienne date €tabli a PHotel des Poftes un 
^ Bureau de Secret. M. d'Ogny en eft aujourd'hm le 
** chefs et a une douzaine de commis fous lui pour ouyrir 
** toutes Its leCtreSy ou du moins celles qu'on fufpedte, et 
^ en tirer promptement des copies ou des extraits.^ See 
Letter on tie Genius and Difpofitions of the Frencb GoverU'- 
ment, by an Anurican, niiladelphia, 1809$ reprinted^ Lon- 
doiiy i8io* 

with 
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wbb the cbntributibM neceflkry ftor the exi« 
gencies of <^ ftate. /ITxeprogrefs of luxury 
needs not to be paHicularly impeded; taxes 
oaoosifiunption^ regulated by Ae principles 
ftated above, operate as fumptuary laws ; and 
high taxes upon olgefbiof luxury, render the: 
accefs to fuch objefts fnffidently diffii^uit to 
the poorer dafies. Should ibch luxuries* 
grow' nore common, it would bea iym^tom: 
of increafed wealth iio w^ys injitf ious to thel 
nation : but were it even the coniequence of 
a prodigal thougfadefs diipofition in the 
people, no fumptuary law would be adequate 
toreftrain fiich an unhappyi diipofition ^ the 
evil in that cafe cures itfelf, when, the meana 
of fiiiisfying inordinate deiires are i^ent. 
Fortunately fuch a di^ofition in the minority: 
of a nation has no exiflence but in the' 
IhsAlow brams of ignorant financiers. Hie* 
mad incUnatiqn to diflipate large fortunes in . 
wanton fuperfluities may feize a few indivi- 
duals. It never will tum the heads of a 
whcde nation as long as a door is left open 
fbr the induftrious to acquire riches by their 
exertions, and as long as the laws do Hot 
attempt to difturb the natural progrels of 
things. What fliould we think c^ our legii^ 
lators, if a heavy tax were laid upon driving. 
four*in«hand, becaule a few giddy young men 

may 
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may have been ruined bjr joining the f6ur*in« 
hand dub ? To levy high .taxes upon pernio 
ciouB and immoral trades^ is to ian£tion thofe 
trades. If they be real evils, gqvemment, 
as it is eftabliihed for the good of the com- 
munity, exceeds its powers by allowii^ their 
exifteni^. ' Far from* tending to the &p« 
preffion ' of vice, the tax . ihields it aj^nft 
puniflunent, and the magiftrate, or the legif-. 
lature, that licenfes gambling^houfes and iliikS' 
of proftitHtion, partakes of the infamy xni 
fuch concerns. The Hate ought never to 
countenance what it ihould be the coitftant; 
efibrt: of a good goveromeat to root out.^ 
Infamous traffics ought to be prohibited^ 
inftead of. being tolerated for the fiike of 
participating in their fcandalous gains.. To 
^icourage population by a tax on celibacy, 
ia as filly as mifchievous. Matnmimy, amting 
an induftrious and thriving people, wants no 
political ftimulas ; and among a poor one^ it 
only increafes the general mifery. In ihort 
no fyftem c^ taxation ought to admit of any 
other object than that of levying aod collecting 
the public revenue, in a way the lead ex- 
penfive and leait inconvenient to the con« 
tributors, and the poll conducive to the 
progreffive increafe of national wealth. 

CHAP. 



( ^69) 



BOOK IIL 

OF THE DISTRIBUTION OF THE WEALTH OF 
NATIONS. 

CHAPTjER L 

Of the primitive Dijbribution qf the NaOwal 
Income^ 

THE aggregate of the commodities grown 
or manufaftured in a country confti- 
tutes its income. As mofl produ£lions or 
commodities are the produce of the united 
exertions of individuals, each of the co-pro- 
ducers is entitled to a (hare of the value of 
the production. It is for the lake of that 
Ihare that he concurs in producing the (com* 
modity. This diitribution of the produce 
among the co-operators in tlie produAion 
conflitutes the primitive diflribution of the 
national income. When the producers have 
all received their proportionate fhare, they 
either conlume their re(pe6tive portions them-i 
felves, apply them to reward perfonal fervices, 
give fliem away, or exchange them for other 
ufeful produftions. This is the derivative or' 
iecondary diflribution. * It is cffe&ed by what 
is called circulation. 

If 
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If land-owners, manu&3;urers9 merchants, 
and labourers lived all upon their own docks \ 
if none advanced any thing to the other, the 
produce of the foil, would be diftributed 
among , tlie co-operator^ in its prod^£tion ; 
the value of the nuuiufa£tured commodities, 
dedu6bing the raw material, would be dif* 
tributed amoAg the ntianufa£turers of the 
cooimodities ; and the value which trade 
fuperadds to conmiodities, among the per- 
fons engaged in trade. That this diflxibutiozi 
is effected in part by advances and other 
commodities than thofe produced, does not 
alter its nature. The agricultural labourer 
could never receive his wages in money, if 
money were not obtained for the corn he 
helps to grow. Manufacturing labourers, 
waggoners, mariners, perfons engaged in 
trade, &c., diaw their wages from the value 
which they help to produce by their labour. 
No commodities can circulate but thofe 
which get into the hands of the individual 
members of the community through this 
primitive diftribution. Circulation is the 
barter of octant commodities. Its magnitude 
and its progrefs are regulated by the primi- 
tive diflribution of the national income. 

The aggregate of the ufeful things or com- 
modities which a nation obtains in the courfo 

of 



of a year qopfiitute3 its annual ineoiiie. 
Whatever the nation pofTefies from former 
times, and whatever is received by fi>me 
individuals from others out of the productions 
which the latter have earned in the coudb 
of the year, or derived from pre-extant 
docks, does not belong td the national in- 
come of the year. Neither muit the pri- 
vate income of individuals be confounded 
with the cooqponent parts of the national 
income. Many people derive their income 
from previouily accumulated capitals or 
from the produce of others ; and as by every 
exchange or barter the fame commodities 
may frequently be turned, over backwards 
and forwards, the amount of the fevaral 
private incomes is much larger, than the total 
amount of the national income. The primi- 
tive annual national income coniifls merely 
in the amiual productions of the country, 
or in whatever induflry, lands, and capitals 
produce valuable in the courfe of a year ; 
vi2. the raw produce obtained by agricul- 
ture, fifheries, the chace, and mining (a); 
the value which manufactures and art fiiper- 
add to this or any other raw produce, and 

{a) The economtfts or phyfiocrata oonfider the raw pro« 
duce as the only primitiYe mcom^> and the yalue fuperadded 
' to it lif manufafturta and commerce as a derivatite inconie. 

4 the 



the additional: value "which the bufinefs of 
the merchants, dealers, &c. impart to com- 
modities. The aggregate of all thefe values 
conftitutes the total amount of the primitive 
national income. The varied applicaticm of 
its component parts does not ilrip them of 
the nature of a primitive income ; whether 
ibme of them be confumed, others employed 
to 're*place a capital advanced for the pUr- 
pofe of confumption, and others converted 
into frefli capitals, it ilill remains the ^primi- 
tive income of the nation. Nor does it 
fuffer from the circumftance that the indi- 
vidual members of the community exchange 
their different incomes with each other, or 
that it does not all confift in the dire£i; fupply 
of neceflary wants. Any objeA of value 
may enter into the compofition of the pri- 
mitive income of a nation. 
. That this income is moftly produced by^ 
advances or capitals previoufly accumulated, 
is true. But there is no occafion to dedu^ 
the advances from the productions obtained 
by their affiftance to come at the primitive 
income of a nation. The whole produce 
ftill remains income, whether its value ha^- 
been confumed before hand or not; if it 
has been fo confumed, the produce feryes to 
replace its value } nor matters it whether it 

be 



CR.I; OF NATIONAL WEALTH* 2f$ 

be confumed diredUy at %he time of its pro- 
du£tion, or whether it be kept and ftored 
for fome future period. Thefe circum- 
fiances have only a different influence on 
the wealth of the nation with regard to its 
increafe or its diminution* 

An individual who a£ts as a receiver or 
agent for others calls the totality of his 
receipts, his grofs income^ and diflributea 
the Ihares belonging to his relpedtive em« 
ployers, either by advances or when the 
obje6t in view is attained^ Whatever belongs 
to him exclufively out of the monies re* 
ceived conflitutes his private income. The 
fame diflin£tion takes place between the]^total 
and net income of a nation. The latter is 
the furplus which it has left after dedu£t;ing 
the expences neceflary to obtain the produce. 
But the produfilive advances ilill belong to 
the total primitive income. He only has a 
primitive income who produces the real value 
of it himfelf : but the income of non-pro- 
ducers, though derivative, may yet be a net 
income. 
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CHAP. II. 

QfAe Skaters in thefirjl Difiribution of the 
National Income. 

nr^HOSE who jointly produce a commodity 
,^ have the firft and nkofl natural claim 
upon it. Hence it is among thofe who pro^ 
duced a commodity, that it is firil ihared or 
diilributed. The produce of the foil is the 
joint produce of land-owners, farmers, capi* 
taliftsy and labourers in hufbandry. It is di- 
vided among thefe four co-partners in its 
produ3;ion. If there be any part, in the pro. 
duSion of which any one of them did Qot 
co-operate, he gets nothing; the whole is 
ihared among thofe only who have produced 
the commodity. The farmer, who generally 
aAs as receiver or agent, takes poflei&oa of 
the whole produce, and out of his total or 
grofs income, gives to the labourers their 
wages, unlefi they have already been ad« 
vanced to them j to the capitalift, his capital 
and interefl; to the landlord his rent ; and to 
himfelf the furplus above thofe three portions, 
as a profit for his undertaking. All thefe 
ihares form a primitive national income. The 

wages 
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wages of labour are a net income to the huf- 
bandman ; what the capitaliil receives is in 
part a mere reftitution, the intereil alone 
conftitutes his net income; the rent is the 
net income of the land*owner ; and the profit 
of the undertaking is the net income of the 
farmer. 

Manufa£bured oommodities are produced 
by the growers of the raw material, the un-r 
dertakers of the manufacture, the advances 
of the capitaliil, and the workmen in the map 
nufa£iure. The value of the raw material is 
not the produce of the manufafture, confer 
quentiy it does not belong to the llharers in 
the production of the manufactured commo- 
dity. But the value which the manufacture 
fuperadds to the raw material is the mamv 
faCtured produce, and conftitutes the reward 
of all the co-partners employed in its produc- 
tion. One part is the ihare of the workmen, 
as wages of labour; the other that of the capi- 
talift, as intereft for his advances, which are 
repaid to him at the fame time ; and the third 
that of the undertaker of the manufacture, as 
his profit. 

The income from trade is efieCted by the 
original producers of the commodities fold to 
the confumers, and by all the individuals 
concerned in trade, as capitalifts, merchants, 
mariners, waggoners, labourers, &c. The 
T 2 com- 
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commodities themfelves, or their value, are 
not produced by trade; the individuals en- 
gaged in trade can have no fhare in them. 
But the additional value which the merchants' 
bufinefs imparts to the commodities, conffi* 
tutes the reward, and the net income of thofe 
who are concerned in the production of this 
additional value. He who receives the total 
value of the commodities of the coniiuners 
muft repay to the original producers of the 
commodities their value, which component 
part of national income has already been 
accounted for, and does not belong to the net 
income of the individuals engaged in trade ; 
he muft further pay to the labourers, mariners, 
waggoners, &c, their wages, to the owners 
of the capitals employed in trade, their capi* 
tals with intereft, and to himfelf, as imder- 
taker, a profit. 

As ibon as this firft diftribution is effected, 
and different commodities are thus configned 
to different hands, circulation commences. 
Thofe who have received a value which does 
not confift in provifions or food, go to thofe 
who have got provifions, and purchafe, with 
the value they have to offer, the quantity of 
food they require ; and thofe who have provi- 
fions exchange them with pleafure for other 
productions neceffary to fupply their mani- 
fold wants. Thus mutual exchanges take 

place 
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place among the poffeflbrs of different com- 
modities. But as they are alfo in want of 
perfonal fervices, they willingly cede fome of 
their commodities to thofe who are able to 
render them fuch fervices. In this manner 
this clafs of the community is likewife pro- 
vided with an income, which is only deriva^ 
tive, becaufe the fervices which they tender 
in exchange are not external tangible goods, 
and are, on that account, not confidered as 
integral parts of a material income. They 
are, however, of incalctdable advantage, and 
have an exchangeable value, which entitles 
the income derived from them to be called 
by analogy a primitive immaterial income. 
The ftate is alfo in want of perfonal fervices, 
and if the performers of iiich fervices contri- 
bute to the exigencies of the ftate by tending 
them, or their value in money, in the fhape 
of a tax, they do exadtly what the hufhand- 
man does, who giveis the ftate part of his 
wheat, or its value in money. But, befides 
providing for the performers of perfonal fer- 
vices, the primitive income of a nation muft 
alfo maintain all the members of the commu- 
nity who do not contribute to the produ^ion 
of that income, and from whom the commu- 
nity derives no benefit whatever. 

T 3 CHAP. 
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CHAP. III. 

Of the Proportion in which thejirjl Dijlrihution 
takes place. 

AS the annual produce may be meafured 
either by its quantity or quality, the in^ 
dividual producers receive annually a greater 
quantity or a higher value for their {hare, the 
larger the quantity or the better the quality 
of the commodities they have produced in the 
courfe of the year. If the commodities be 
perfectly homogeneous, the proportion of 
quantity is at the fame time the proportion of 
value. The proportion in which the whole 
produce is diilributed among the co-operators 
in the produ6lion depends on the fame cir* 
cumftances which regulate the price of that 
which every co-partner contributes to the pro- 
du6lion of the commodity. The co-authors 
of a produ6lion are continually at variance 
about the Ihares they expeft of the commodity 
produced ; their final agreement is the work 
of neceffity ; one finds he cannot do without 
the other. The land-owner would like to 
have all the produce of the foil to himfelf, but 
he cannot grow it by himfelf. He wants the 
• 2 alfiltance 
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afliflance of labourers ; he mufl therefore let 
them have a portion of the produce of his 
foil. The labourers would prefer taking the 
whdie produce of their labour to themfelves, 
but they can effeSt no produce whatever: 
without the aid of the land-owner, capitalift, 
and undertaker. Gonfequently they muft be 
contented with part only of the produce; 
they are forced to acknowledge land and 
capital as co-operating caufes. The fame 
contention happens about evety commodity 
produced, and the fliares are ultimately ad* 
jufted by the, demand for the feveral clafTes of 
producers, or for their contributions to the 
production, according to the principles which 
regulate prices in general, [b. i. cii. x.] 
The minimum of the fhare of the labourers is 
the minimum of their wages. No labour can 
be performed if this minimum be not obtain^ 
ed. But the labourers are conftantly flriving 
to bave a larger Ihare allowed than what is 
adequate to their neceflary fupport, and the 
fuccefs of their efforts depends chiefly on the 
demand for labour exceeding*theiofier. The 
undertakers are alfo labourers in fadfc ; their 
labour coniifls principally in directing, that of 
others, in arranging the proper iyftem to be 
purfued in the performance of the labour ne* 
ceflaiy to produce a commodity. They com* 
T 4 monly 
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monlj a£fc as receivers general ; the total or 
grofs income goes through their hands, and 
they endeavour to appropriate as much of it 
to themfelves as they poi&bly can. They are 
the principal purchasers of labour ; the indi* 
viduals who wifli to be employed as labourers 
muil generally fubmit to their decifion ; it is 
between the undertakers and the labourers 
that the ihare of the latter is generally fettled* 
But though the former ftand in as great a 
need of the labourers as theie need the under- 
takers, yet the undertakers have commonly 
the beft of the bargain. They need the affilU 
ance of the labourers merely for the lake of 
lucre, whilil the labourers need the aid of the 
undertakers for their iupport, for their exiil* 
ence. The undertaker has a capital on which 
he may live for fome time; the labourer wants 
an immediate income to ftill the cravings of 
hunger. The undertaker can do without the 
labourer longer than the labourer can do with- 
out the undertaker. Hence the latter has it 
always more in his power to induce the la- 
bourer to accept of a (mall ihare of the pro- 
duce, which of courfe increafes his own ihare, 
than it is in the power of the labourer to oblige 
the undertaker to grant him a larger propor- 
tion. The undertakers are pofleOed of a fort 
of monopoly. Their numbers are inconfider- 
4 able. 
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able* They may eafily enter into combina- 
tiona not to allow more than a certain quan- 
tum of the produce. The combinations of 
labourers are much more difficult, and in fome 
countries they are prohibited and puniflied 
as confpiracies. When the labourers groan 
under political oppreffions; when they are 
ilaves, villains, bondfinen, their mailers have 
it ftill more in their power to abridge their 
fliare of the produce : but their labour in that 
caCe is feldom fo efie6tive, and generally dearer 
in fadt than that of free men, on account of 
their reluftance to labour, and their wilful 
negleft. In 1784 the coil price for fugar in 
fome of the Engliih Weft India iilands was 
^53. fterling per cwt. when fugar equally good 
was railed in the Eaft Indies by free people 
for 3s. 4d. fterling per cwt. The fituation 
of labourers has however been coniiderably 
benefitted by the increafed opulence of the 
modem nations of Europe, and by their man* 
ner of employing their wealth. Every rich 
individual is an:dous to have produ£lions of 
labour, and particularly manufactured com- 
modities ; his income naturally flows into the 
hands of the undertakers, and through thefe 
to the labourers. This circumftance augments 
the clafs of undertakers, the demand for la- 
bour increafes in the faqpe proportion, la- 
bourers 
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bourers obtiun a greater &are of the prodmee 
which they help to raiie; they are not tied 
to a few undertakers ; they go from one em* 
ployer to the other, and as the feveral com- 
ponent parts of a production are often pro- 
duced fingly in different and diftin£t places, 
they grow more independent of both the un« 
dertakers and the confumers of their produc* 
tions. 

The undertaker, as principal co-efficient 
caufe of a commodity, naturally claims the 
beit ihare ; confequently it is far above the 
common wages of labour, and various circum- 
ftances render it neceflary that it ihould be 
to. Undertakers employ more or lefs capital, 
which, if not their own, they muft obtain by 
their credit ; they want more or lefs talents, 
&gacity, ikill, and accomplifliments, the ac- 
quiiition of which is expenfive ; and there is 
in every enterprize a certain degree of riik, 
for which compeniation is juftly due. From 
their principal productions moil undertakers 
are denominated farmers, merchants, or ioa- 
nufaChurers* The proportion of their reQ>ec* 
tive (hares is regulated according to the ge- 
neral principles of price, [b, i. ch. x*] TTiere 
are two ways in which one undertaker may 
fecure a larger income than another who em- 
ploys the ikme capital and the; iame. number 

of 
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of hands; the firfl way is by giving lefi to the 
co*operators in the produ£lion than the un* 
dertaW^who has a total income equal to his; 
the other by raifing with equal powers a larger 
produce, in which cafe the proportionate 
ihares of all the co-producers may alfo be en* 
larged. The latter circumftance increafes 
alike the wealth of the nation and that of all 
the co-partners in the produftion* The for- 
mer increafes the wealth of the undertakers 
only, at the expence of his co-adjutors. The 
regular profits of undertakings depend on 
caufes inherent in their rn^uie. Their va- 
riations are occafioned chiefly by artificiaL re- 
gulations. The gains of undertakers are raifed 
by monopolies, privileges, corporations, and 
companies, or limitations of any kind which 
obftru6i the accefi to certain enterprizes; 
they are lowered by immunities, marks of 
honour, or whatever encourages the under- 
takings, and by any regulation that prevents 
the individuals engaged in a bufinefs from 
quitting it at pleafure. 

Two claiTes of people, the land*owner and 
capitalift, derive an income from the produc- 
tion of commodities, merely becaufe they 
aflPord the means of effe&ing that produAioni 
though they contribute nothing to^^rds i$ 
by their perfonal powers ; they let their pro- 
perty. 
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perty, or the produce of previous labour, work 
for them« The landlord receives a fliare of 
the produce obt;ained from the foil, becaufe 
he lent that foil for the purpofes of cultivation. 
His (hare is called Rent, and is generally in 
proportion to the goodnefs of and the demand 
for the foil. If his land yields a valuable pro- 
duce Ipontaneoufly, the land-owner takes it 
all to himfelf as rent : but if labour be necef- 
fary to obtain it, he can only receive as rent 
that portion of the produce which the la- 
bourers leave above their (hare ; and if he be 
obliged to call in the aid of a capitalift for the 
required advances, the profits of flock mufl 
alfo firil be dedufted. When thefe profits 
and the wages of labour fwaUow the whole 
produce, he has nothing left as rent, and the 
land is no longer cultivated, unlefs he himfelf 
ihould a6b as undertaker. Under the fleady 
operation of wife laws, and through a progref- 
five population, a certain fettled value is gra- 
dually allowed for the fhare of the labourers, 
capitalifl^, and undertakers, with which they 
are generally fatisfied. If any land-owner be 
poflefled of a parcel of land, the probable pro- 
duce of which exceeds thofe fhares, he readily 
obtains the furplus as rent. The natural or 
acijuired fertility of land may therefore be 

confidered 
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confiidered as the main flandard meafure of 
rents. 

Capitals are entitled to a ihare in the pri* 
mitive income only as far as their application 
aftuaUy produces fomething above their va* 
lue. If they produce merely that value, the 
capitaliil can receive no more from the pro- 
duce than what he has advanced, as thefe ad- 
vances, though they afford a net income to 
the labourers, have gained nothing for him- 
felf ; and if there be any furplus allotted to 
him, in that cafe it is at the expence of fome 
one who is deprived of his fhare, or whofe 
Ihare is curtailed. Capitals being an eflential 
condition of produ6tion, undertakers, labour- 
ers, and land-owners are obliged to allow the 
capitalifls a (hare of the produce, as a remu- 
neration for the loan of their produftive en- 
gine. Their ihare however is chiefly regu- 
lated by the competition of the demand for 
capitals, which is limited hy the gains made 
with them. The owner of a capital derives 
no greater benefit from it, whether it be em- 
ployed in a more or lefs lucrative operation. 
He gets nothing but the market rate of in- 
terefl for his money. The furplus above the 
expected profits of the undertaking accrues 
chiefly to the undertaker ; if this profit con- 
tinues fl;eady and regular, psgrt of it in time 
goes over to the landlord, in the fhape of an 

increafed 
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increafed rent. Labourers are little benefitted 
by an increafed produce, unlefs it increafes 
the demand for labour: but capitalifts are 
always in danger of being fufferers by an in- 
creafed produce, becaufe it increafes the 
number of capitals, which tends to lower the 
rate of intereft. When the capitalift gets a 
larger Ihare than the ufual rate of in- 
tereft, he obtains it either becaufe he is 
a joint undertaker and participates in the 
rifle of the undertaking, or becaufe part of 
the capital ia repaid along with the intereft. 
But neither the repayment nor the intereft of 
capitals that are not employed in produftive 
labour can be regarded as a primitive in- 
come; they muft be replaced from a pre- 
extant or previoufly accumulated capital; 
they are confumed without re-producing any 
thing. 

Perfonal fervices are of various kinds. 
That fome of them co-operate indireftly in 
the produftion of commodities cannot be de- 
nied. The fcholar and the man of fcienoe 
impart their knowledge to artifts and under- 
takers, and enable them to produce more or 
better commodities. The phyfician, by re- 
ftoring the labourer to health, enables him 
to refume fooner his produ6live employment. 
The divine, by inculcating the principles of 
religion and morality, reclaims from vicious 

dif. 
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diffipation, or ftimulates to honeft purfuits^ 
numbers whofe active induftry adds to the 
prolperity of the nation. The flatefinan^ the 
magiflr;ate9 the foldier, the judge, eveiy 
public fuDiStionary, maintain that order and 
regularity in the ftate which are the eflential 
conditions pn which the progrefs of induftry 
depends, [b.i. ch» n.] The merrial fervant, 
not engaged in labour, which would place 
him at once in the dais of produ£tive la» 
bourers, by iaving the time of thofe who de-> 
vote it to produ3;ive employment, enables 
them to obtain a larger produce. And the 
theatrical performer, or he. ^ho affords any 
innocent recreation to the labouring clafles c£ 
the community, contributes more to an iUif 
creafed produftion than the unfeeling taik» 
mafter, who watches over the reluctant labour 
of flaves and bondfinen. The (hare whidi 
the individuals performing peribnal fervices 
receive of the primitive income of the nation 
may therefore be confidered as juftly due to 
them in their quality of indirea co-prOi^ 
ducers. Indeed the knowledge difleminated 
in a country by the learned, may be regarded 
as a component part of its wealth, the value 
of which is paid to thofe who produce it. 
Such mental treafures, not only afford the 
beft enjoyment to their poffeffors, but often 

affume 
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aflume the nature of real commodities^ by 
being rendered permanently inherent in nuu 
terial things, and becoming actually com« 
• pone&t parts of external or tangible wealth. 
The author of a good laleable book is a^' 
much a productive labourer,' fince he in* 
creafes the wealth of the nation *by the fex-^ 
changeable value of his work, as the ma- 
nufa3:urer of the paiper on which it is printed. 
And the dombination of iweet founds, which 
is reputed unproda6tive when it fimply 
charmd^ out ears, becomes a vendible com- 
modity the inilant the notes are engraved 
on paper. But the information and the de* 
light communicated* *by the author and the 
muiician in the ihape of a perlbnal iervice,' 
when they caufe a certain vibration in the air, 
one by the utterance of his thoughts with the 
organs of fpeech, and the other by the per- 
formance of his mufic on a particular inftru- 
ment, have evenHhe additional advantage, 
that they both afford an immediate enjoy* 
ment, and inftantly pafe over to their hearers 
without the latter having the trouble of read- 
ing the book or playing the mufic : and yet 
it is this very advantage which conftitutes 
their unproduCtivenefs. The reaibn, how- 
ever, is evidently becaufe the book «nd the 
notes may be transferred, exchanged, and 

fold. 
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fold, but the gratificatioii derived from the 
oral delivery of the author, and &om the 
mufical performance of the muiician, cannot 
be handed over to others by the indiviilual 
who heard them, though in both cafes the 
mental wealth of the hearers may be per? 
manently increa&d. A perfon of a reten« 
tive memory eafily remembers the leading 
thoughts of a fpeech from having heard it 
only once, and a good ear may catch the 
combination of a few pleafing founds, fo as to 
recollect fbme parts of the mufic oc9afionally ; 
yet neither is fufficient to tranfmit the whole 
information, or all the notes that the book 
and the piece of mufic contain. 

But waving this view of the matter, it is 
however certain, that learning and fcience 
have a powerful influence x)n the produ3:ion 
of material commodities, and that many per- 
fonal fervices aflford the higheft enjoyment, 
and fatisfy. wants of the utmofl moral im«* 
portance. At the lame time it is perfe&ly 
true, that the ihare which knowledge has in 
the producing of commodities, is notfo direSb 
as tlie fliare of thofe who make the produc« 
tion of material commodities their bufinefs. 
The influence of fcience is .a general one ; 
its (hare in the production of any particular 
commodity cannot be afcertained. The dii^ 
u coveries 
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coveries of the learned belong to a general 
flock ) every one ufes them as he pleafes, and 
on that account they have a very trifling ex« 
changeable value; die individual^ on th^ 
contrary, who keeps his knowledge to him!'' 
felf) and manufiiftyres a favourite commodity 
upon a fecret principle, frequently obtains a 
very high compenlation for his difcovery. 
That the performers of perfonal fervices con« 
fiune the wealth of others, is equally true : 
they muil be maintained from the produce of 
others^ and if material conunodities alon« 
eonftitute . wealth, the dais that performs 
pedbqal fervices muft undoubtedly be ranked 
among the mere confumers, and can never 
exceed the furplus of material goods, whofe 
increafe is obftru£ted by too great a number 
of unprodu&ive confumers. It is alfo ob- 
vious, that the more the growers or producer! 
of commodities are obliged to give to the 
performers of perfonal fervices, the lefs cam 
they keep for themfelves. Whether this em^ 
employment of wealth be defirable or not, reils 
therefore on the advantages which thofe fer* 
vices procure to the community at large. Ufof* 
ful or agreeable fervices make fome return for 
what they coft. But there is a number of 
fliarers in the national income, that neither 
replace what ihey receive by any other, kind 

of 
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of wealth or gratification, nor render, the 
community any fervices. They are idle 
drones, that ufe^efsly devour a confiderable 
part of the produce derived from the primi« 
tivii fQurces of national inpome. 
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CHAR IV. 

Of the mo/i advantageous primitive Dtjhri* 
. button. 

THE obje£t of wealth is happinefs, which* 
has its main foundation in the fuppl^ of 
human wants. The commodities produced 
by the produfilive claiTes infure that fupply,* 
and the bed diilribution is that which is cal<» 
culated to fatisfy the waiits of every individual 
member of the nation, to difFufe univer&l 
contentment, and to increafe the national 
welfare. In every nation the labouring 
clafs is by far the largeft. The fmalleil 
Ihare which they muft receive of the whole* V 
national income, is the fupply of -the abfolute' •^ 
neceflaries of life. But as their inclination 
to labour, and their comforts are generaUy" 
in proportion to* the magnitude of their 
reward, it has the moft beneficial influence on 
the community at large, if their fliare exceeds 
that fcanty fupply of neceflaries, and enables 
them to enjoy a great many conveniencies, 
and even to accumulate a finall capital. This 
infures the happinels of the mod confiderable ' 
part of the population, occafions aaextenfive 
V , circu- 
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circulation of commodities, and caiifes their 
fiirplus to be employed in the produdlion of 
a freih increafe of wealth. 

The undertakers belong to the labouring 
clafs. Nothing is more reafonable, nor more, 
beneficial to the community at large, thau 
that their profits ihould increafe in proportion 
to their increafed produ3;ion. But if the 
larger fliare of the undertaker proceeds from 
bis abridging the fhare of his labourers, the 
primitive income of the nation is not diftri- 
buted according to • the rules of juftiee. 
Labourers and undertakers live both upon 
the produce of their labour. Bu^t tlie former 
cannot increafe their income by extending 
their bufinefs, whilft the latter may combine 
two or more undertakings, and thus augment 
their Ihare in the national income^ It is, 
however, more beneficial for the nation^ 
Vh^n the profits of feveral undertakings are 
divided among feveral undertakers, 

Land-Qwners . and ^apitalifts receive theii^ 
ihare, in proportion to the extent of the 
knd and capital lent to the undertaker. 
When that Ihare devolves to a few, and their 
property is fo conflderable, that ita Wt pro-, 
duce enables them to liye without performing 
ftny labour, the moft po^^erfvil ingitjement. to. 
V 3 induftry 
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mduftry is blunted, and if they confiime the 
whale of their income, the nation at lai^ge 
is not muoh benefitted. When net incomes^ 
proceeding &om property in land or money; 
are fhared by many, happinefs is more ex.* 
tenfively diffiifed { a greater part of the furplua 
of rents and interefl is applied to freih pro-» 
du&ive labour ; and the ftimulus to profitable 
indiiftry retains its force. 

The performers of perfonal fervices receive 
tiieir due ihare, if the produ6tive claffes allow 
them as much as their fervices are worth; 
and as the demand for their fervices is in pro« 
portion to the opulence of the productive 
claflTes, they are moil powerfully interefted 
in the increafe of the wealth of the nation. 
But when furperfluous fervices are obtruded 
upon the country, and rewarded without 
any regard to iheir inutility, as is the ca& 
with finecures and offices difcharged by depu* 
ties, the diftribution of the national income 
16 imperfect and improper. The fliares, 
which the pretended performers of fuperfluous 
perfonal fervices receive, are forcibly tak^n 
from the nation to its evident prejudice j and 
tiie producing powers of individual^, pan^ 
per^d for doing nothing, are loft to die cotm- 
try. There is not (me inftai^ce in a hundr^ 

' that 



eH«rr. frimititx oistribittioh. 295 

that fuch men have been of any benefit by any 
difcovery in* fcience^ dr the fuggeilion of 
any national improvement. The leiibre which 
% afforded them is hardly ever turned tA 
good ufe. They are idle confumers in th^ 
utmoft latitude of the term. 

When the wealth of a nation is rapidly 
increafing, the clafe of common labourers fares 
bed. The demand for labour increafes, their 
wages are raifed of courfe, and a great part 
of the additional opulence of the country 
flows into their hands. The increafe of 
national wealth is equally favourable to 
land-owners. A growing population aug- 
ments the demand for the produce of the 
fields and all kinds of raw materials^ which 
enables them to raife their rents. But the 
increafe of national wealth is not quite fb 
advantageous to undertakers. They get more 
rivals, and muft call in the aid of more talents 
and induftry. Their profits grow lefs becaufe 
larger capitals are feeking for undertakings. 
The influx of capitals lowers the rate of 
interefl;. To live idle, when the wealth of a 
nation is rapidly increafing, capitalifts muft 
be very rich. They fare worfe, becaufe they 
obtain a fmaller fliare of gain. Many muft 
refolve to embark in productive concerns, who 
before might have lived on the intereft of 
u 4 their 
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their money. But to no clafs of men is the 
increafe of national wealth more highly 
propitious, than to the performers of perfonal 
fervices. A great part of this wealth finda 
its way to them almoft unfolicited. 



CHAP. 
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CHAP. V. 

Of the genuine National Income. 

NOTHING belongs to the annual pri- 
mitive income of a nation but what 
has a6lually been produced in the courfe of 
the year. Capitals fpent ii]i the produftioii 
of commodities are not to be taken into the 
account of that income; they have been 
produced before. No commodity taken from 
the produce obtained in the courfe of the year 
belongs to that income, elfb the fame produce 
would figure twice in the account. But every 
valuable commodity, or every value produced 
within the year, forms a component part of 
the national income of the year. To -find 
the value of thefe component parts in 
fpecific numbers is every where attended 
with immenfe difficulties, and to ftate their 
amount with any degree of accuracy appears^ 
to be prafilically impoffible. It may how- 
ever be approximated (6), and criterions may 

be 

(£} The primitive annual national income of Holland ii^ 
i8o3» was rated by MMenhamp at 200 millions in Dutch 
Florins; that of Pniffia by Krug about the fame timej^ 

tha^ 
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be pointed out from which it may at leaft be 
inferred in general, whether the national 
income be large or fmall,.and whether it be 
properly or improperly diftributed. 

When the foil of a country is fertile ; when 
agriculture, manufa^tui'es, and commerce 
are flourifhing, and the greateft part of the 
inhabitants employed in ufeful labour, a na« 
tion certainly enjoys a confiderable income. 
When every one who is able and willing to 
labour eafily earns enough to fupport a family^ 
and to fave a little for times of Heed ; when 
the land is not in the hands of a few ; when 
capitals are abundant, and the middling ranks 
embark their money in produSive concerns, 
the national income is properly diftributed. 

The produce of the foil may be calculated 
with fome degree of probability from the ave^ 



tint is to fay, before the' peace of T3iit» at about 361 mil* 

Sons in Praflian DoUan, viz : 

Tbe prodttce of Agricultiire at aio»983/)oo Dottam 
Horticalture 1694639000 
Forefts - - 139OOO9O00 
Mining - - 39OOO9OOO 
Fiiheries - 3^0009000 

The Chace - Syooo^ooo 
Manufaaurei 1 ,^ -^^.^ 
and Commerce J "'^^'^ 

16099469000 DoOan. 

rage 
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rage produce of a certain number of acres, with 
the neceffiiTf allowances for the <ii£Perences 
c^foil : but the value fuperadded to the raw 
pro4u^ by manufacturers is not fo eafily 
Idc^rtained* Public regiftera reft on very 
uncertain foundations ; liiey take no notice 
of the produce of artifts and handicraftsmen, 
which is altogether of high importance and 
in fome countries greatly exceeds the value 
of the goods manufactured upon a large 
fcale. The commerce of a nation is in fome 
degree limited by the produce of its agri- 
culture and manufactures ; the means em- 
ployed to afcertain its extent are however 
extremely deficient. 

That the manufacturer and the merchant 
confume part of the value of their produc- 
tions in food during the time they produce 
them, and thlat this food is frequently taken 
from the agricultural produce of the year is 
very true : but this circumftance does not 
ftrip their productions of the nature of a 
real portion of the primitive income of the 
nation. It is the additional value which the 
manufacturer and merchant produce which 
conftitutes it a real income. How every 
private income is employed, whether it be in-i 
ftantly confumed or accumulated, is perfectly 
immaterial. Care muft be taken only not to 
r • i admit 
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the iame article twice in the account ; the 
materials to which the manufa£hirer and the 
merchant give an additional value mtift not 
be reckoned again as a part of the primitive 
income, as they are noted under the head of 
the raw produce of the countiy. 



CHAP. 
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CHAP. VL 

Of Circulation. 

THE primitive diftribution of the^ national 
income places in the hands of every 
co-operator in the produ6tion of commodities 
a certain quantity of articles which fupply 
only part of his wants. Tofatisfy them 
coni]detely he requires fome of the commo- 
dities which others have obtained. This 
occafions a frelh diftribution of the primitive 
income among the co-operators in the pro- 
da6lion of different articles. They barter 
their goods among themfelves according to 
the ftandard of their refpe6tive wants, and 
this interchange conflitutes drculatign. 

Circulation may therefore be defined a re- 
peated exchange of commodities to fupply 
the refpefilive wants of every member of the 
community. It begins with the very firfl 
exiflence of any produce. Some articles 
are even exchanged by contra6t long before 
they are produced. The commodities which 
the labourers receive at the primitive diftri** 
bution of the national income do not confifl 
ill the exs£t produce of their labour, but in 

an 
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an equivalent which they like better, and for 
.which they gladly refign their ihare in the 
a6tual produce of their labour. The primi- 
tive diflribution Qf commodities is a mere 
fidtion, built on the fuppofitiqu of a previous 
contract purpofely entered into by the co- 
Operators in the produ6tion. Labourers are 
chiefly paid with money, or any other cireu* 
lating medium, without the aid of which few- 
commodities could be produced. None are 
completed before the irequifite labour has 
been beftowed upon them. The labourera 
however muft be fubfift^ during ih&x 
labour; very few indeed have a ftock fiifi 
ficient to live upon, till their labour be per* 
formed; they muft receive beforehand the 
value of the probable future fliare of their 
produ£lion fof their fiipport. Circulation 
commences between the undertaker and thd 
labourers, before the produce is brought forth. 
As it is either only one kind of want tha| 
tlieir produce fhpplies, or as it is fi«« 
quently not at* all calcinated to latisfy any 
want of the labourers, for inftance, when 
this produce is merely a component patt of a 
commodity, ^that muft pals through many 
other hands at different places before it be 
completed ; or when a value is fimply fuper* 
added to a rare ohjeSt of no ufe or of toa 
4 high 
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hi^ a price, labourers would fare very ill if 
they were obliged to take their reward at all 
times in the produce of their own labour. 
They prefer a commodity which a&ually fup« 
plies their wants, or in exchange for which they 
may eafily get them fupplied. This is the 
firft foundation of circulation. And as every 
other member of the community, befides the 
labourer, i*eceives, likewife, a number of com- 
moditiea not at all calculated for the imme- 
diate fupply of his wants, but which others 
are in need of who happen to be pofi^^fled of 
fuch as he requires ; this ci^^cumftance keeps 
a great part of the flock of commodities be- 
longing to a nation in continual circulation. 
The whole national income, with regard to 
its immediate ufe, may be divided into con- 
iumable and productive propearty. The former 
is the aggregate of the commodities which 
every member of the community deftines for 
his immediate maintenance or fupport; it 
conftitutes the confumable capital. The 
latter is the aggregate of th^ commodities 
deilined to be exchanged for other commo- 
dities, it conftitutes the productive capital, 
which is either a fixed or a circiilating capital, 
according as it produces fomething without 
leaving its pofleflor, or by departing from him 
to be circulated. Every capital ftock deftill^4 

for 
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for circulation, or for fale, belongs to the cir-* 
. dilating capital ; but it may go over to the 
confumd)le or fixed capitals. Any produce 
whatever may belong to, and moftly forms 
part of, the circulating capital for a time. 
But no commodity is conftantly circulating, or 
deftined only to circulate, except money. All 
other goods have hardly a£ted once or twice, 
the part of a medium of exchange, when they 
pafe over, either to the confumable, or to the 
fixed capital. Money alone generally con- 
tinues circulating as long as it is of value, and 
every commodity, in civilized focieties, being 
purchafed with money, or at leaft the value 
of every thing calculated in money, circula* 
lion often denotes only the circulating coin of 
the country. The circulating capital,' taken 
in that reflricted fenfe, means the exafit; 
quantum of money circulating in the nation. 
This, however, is not-perfe6lly corre6l. Cir- 
culation embraces the whole furplus of 
commodities. It is only where there is 
much, that much can be exchanged; and 
as circulation confiils in the mere exchange 
of extant commodities, it cannot augment 
the quantum of wealth. But though it 
does not increafe its amgunt, it yet increafes 
its value, and that both its real and ex* 
changeable value, becaufe. without this cir- 
culating 



pn. n. o» ciRcuLATiolTi 305 

eulating capital, a very flender portion of the 
total amount of^the national wealth would be 
ufieful, and becaufe its cir<*ulation requires 
time, labour and fkill, which, as they cannot 
be had for nothing, occafion an additional 
compeniation* It is for this realbn, that thofe 
who make circulation their bufinefi, that is ta 
fey, the individuals engaged in trade, are en* 
tided to a primitive ihare of the national in- 
come, and ought to be confidered as co« 
operators in its original produ6tion. [b. ii. 
CH. V.3 They help to produce a part of the 
value of commodities, or in other words, they 
fuperadd a value to their value* Commodi^ 
ties frequently acquire this additional value 
through the mere a6l of being exchanged^ 
whenever this exchange is u&fuU A is pdf- 
fefied of a commodity, the original value of 
which is ten pounds, and which B flands in 
need of; B has anothef commodity of, the 
iame original value, M^hich A would like to 
have. B's* commodity is therefore, of f6me- 
what more value to A than hia^own^ jufl as 
A's commodity is more agreeable to B than 
that which he is poflefled of. They both 
fancy they fhall be gainers by the exchange, 
and none of them is difpofed to fell the com- 
modi^ again at ten pounds; were this the 
^cafe^ they would have made an ufelefs ex- 
^ X change. 
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change. H6 who wifhes to purchafe either 
commodity after it has changed its owners^ 
mull at lead give fomewhat more than its 
original value, that is to iky, he muil compen^ 
' late the trouble of the exchange. But the 
more time and labour this exchange takes up^ 
the more it muft augment the value of com« 
modities, and the larger mall be the fliare 
which the individuals concerned in the ex« 
change obtain of the quantum of national 
wealth; that fhare, however, is^ granted to 
tliem only as far as the exchange is neceflary 
to the growing or producing of the commodi<« 
ties, or as far as thofe commodities would have 
been of no utility withoQt circulation.. If the 
London corn merchant, or the London baker^ 
did not exchange his bank notes, the repre« 
fentatives o{ coin, and of courfe of other com« 
mbdities, for the bread com of the Norfolk 
farmer, the corn grown in Norfi>lk would^ 
comparatively, be of no ufe to the inhabitants 
of London. They would individually be ob- 
liged to go and fetch it at a far greater exm 
pence.^ To circulate, is to convey to every 
one, from the total mafs of commodities, that 
ihare which he requires, or, in other words^ 
to diftribute the whole national income in the 
eafieft, cheapeil, and mod convenient way 
among the individual members of the nation, 

according 
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according to every one's requeft againil equi- 
valents. Circulation is always beneficial, and 
the true promoter of human induftry. It may 
truly be laid to co-operate in the produ6ti6n 
of commodities ; without it there Could not 
be fo many commodities produced. It is an 
eflential condition of pl:odu£tion, a conditiQ 
Jine qua non. 

As every producing power is the better for 
confuming little of its produce, or as an en* 
gine is fo much the more perfe6l, as it affords 
an equal benefit, or renders equal fervice at 
lefs expence, circulation, confidered as a 
machine that promotes produd:ion, is the 
more advantageous the more it anfwers its 
end at, comparatively, fmall expences, in pro- 
portion to its extent. He who keeps a ftock 
for cirfculation, requires intereft for the time 
it is kept J the carriage, houfing and pre- 
ferving of the commodities, and the money 
capital neceflary to effe6l circulation, occafion 
other expe^ces, which increafe the value or 
diminifli the quantity of commodities. Tlie 
more fuch expences are reduced, the better 
it is for the community at large. A greater 
mais of produce may be diftributed, becaufe 
whatever is faved in circulating expences is 
an addition to that mafs. Expences may be di- 
miniflied^ id, by avoiding a prejudici^ circu« 
X 2 latioa 
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lation by means of the grand promoter of 
human comforts^ the diviiion of labour, which 
leaves circulation as a diflinfi; bufinefs to iiK 
dividuals who, devoting their attention ex- 
dufiyely to it, perform it in the bed and 
cheapeft way; and^ 2dly, by reducing the 
coils of the inilrument of circulation, money. 
Circulation is ufeful only when the capital 
given away is compenfated by a real equiva^ 
lent^ If it be a mere transfer from one 
individual t6 another ; if he who parts with 
money or commodities^ receives no equiva- 
lent; if the value of one commodity be 
merely imaginary ; if a valuable commodity 
be circulated to be coniumed unprofitably ; if 
the circulation takes a circuitous road, and is 
attended with Unneceflary delays, it is pre* 
judicial^ To be beneficial, circulation ought 
to promote produ£tive labour^ or the national 
income ought to be diflributed to fuch mem^^ ' 
bers of the community who, befides giving 
an equivalent for the commodities they ob- 
tain, reproduce a fimilar, or ilill greater, 
value; and every commodity ought to be 
conveyed to the confumer by the iborteft 
road, and in the lead poflible time^ The 
utility of circulation is increafed by its ve« 
locity. The quicker it takes a furplus off the 
hands of its pofleflbrs and conveys it to thofe 

who 
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who want it, the greater is its ufefulnefi. A 
furplus of commodities, as a mere lurplus, is 
ufelefs ; but when it reaches its deilination, 
it either ferves to confumption, or produces 
new riches. Wealth i^ both replaced and 
reproduced in proportion to the rapidity of 
circulation. 

The principal inftrument to accelerate cir- 
culation, is money. Indeed it is money alone 
which renders exchanges upon a large fcale 
poffible. Yet, in itfelf, it is good for nothing 
but to promote exchanges, it always remains 
a circulating capital. To procure its prime 
material, to give it the proper form and ihape, 
to convey it from one place to the other, &c. 
occafions unavoidable expences; the more the 
latter are diminiflied, the greater is the re- 
maining quantity of valuable commodities 
yirhich the nation is enabled to enjoy in their 
place. 
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CHAP. VII. 

Of Real Money or Coin. 

REAL money or coin ought to confift of 
a material which has a value in itfelf. It 
18 this internal v^lue alone which eftablifhes 
its power to obtain fomething in exchange, 
Ailignmen^y or orders for the receipt of this 
material, are no real money; they derive their 
power from the confidence that real money is 
readily to be had for them. The material fit 
for real money muil have the qualities ftated 
before, [[b. i* ch. ix.J It is for combining 
all thofe qualities in a fuperior degree that 
metallic money has obtained the {{reference^ 
and it is this preference which, in its turn, 
has increafed the value of the finer metals. 

As real money is a commodity which every 
one knows and every one takes with pleafure 
for the furplus of his commodities, it is bed 
calculated to facilitate and accelerate ex^ 
changes. But as fomething is given for 
money merely becaufe it contains a certain 
quantity of metal of acknowledged finenefi, 
it fulfils its function of a general medium of 
exchange, and improves circulation moreefiec- 

• • , 3 tuaUy^ 
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tually^ I ft, when every one is convinced of 
the internal finenefs of the metal contained 
in every individual piece of money; adly, 
when its declared finenefs is invariable, or its 
value conftant and im changeable ; and, 3dly, 
when the coin is fo contrived that a great and 
a imall value may alike be inftantly fettled in 
money without confuiion. Tliefe advantages 
are the refult of fldlful coining, or converting 
pieces of metal into money under public au^^ 
thority. 

Coin, to anfwer its end moft completely, 
ought to be made of metal of invariable fine- 
nefs ; the quantity ufed in each feparate piece 
ought to be marked upon it ; there ought to 
be a proper proportion of large and fmall coins 
to facilitate the exchange of the moft trifling 
commodities ; the coins ought to be of a form 
which allows little deterioration by fri£tion ; 
to counterfeit them muft be a matter of ex- 
treme difficulty, and their declared finenefs 
muft never be arbitrarily or fecretly altered. 
The way in which money affifts in the in- 
creafe of national wealth is by facilitating ex- 
changes ; and no quality renders it fo fit for 
this purpofe as permanency of value, by means 
of wliich it mcafures the vahie of other com- 
modities more accurately and more readily. 
The additional value imparted to the metal 
X 4 by 
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by coining is equal to the expences oceafioo- 
ed by the operation, whieh are paid with plea^ 
ilire wherever money h wanted. But when 
money is confidered merely as metal or mer- 
chandize, the expences of coining are not 
taken into the account. 

Every change in the coinage of a country 
alters the relative value of all other commo* 
dities to money, and caufes great confufion 
in the common concerns of life, even when i| 
is introduced under the (andlion of the chief 
magiftrate. And if any deterioration takes 
place fecredy, all thofe who accept of the de« 
bafed coin in payment, are cheated out of thd 
proportionate value of the deficient weight or 
finenefs. When it is the exchangeable value 
of the metal ufed in the coin that is altered^ 
the relation of all other commodities to the 
metal is changed,^ and more or ^lefs money 
mufl be paid for them in proportion as the 
price of the metal ufed in the coin is rifen or 
funk. But as fuch an alteration happens only 
gradually ; the revolution which it caufes is 
by no means as fatal in its effedts as any fud- 
den alteration in the coin itfelf. When coin- 
ing is a free trade, or performed by private 
individuals under the JkA6tion of government, 
coin is obtained sit the fmalleil poflible ex- 
pence of coinage : but when the mint is a 

monopoly 
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monopoly of the ftate, it may drive the 
feighorage or price of coinage as ingh as the 
'wants of thofe for whofe convenience the mo* 
ney is coined will allow (c). Were it to be 
higher, the demand for money would be in- 
fonfiderable i or if the ilate itfelf fets the coin 
into circulation, it could not obtain a greater 
value above its finenefs than what the advan- 
tage of a legal coin is worth to the holders of 
other commodities. Good metalUc money is 
not a fign of value i it is a real value in itfell^ 
like any other commodity. 

But whatever may be the comparative im- 
portance or advantages of metallic money, its 
dir^ pfe is merely to facilitate the exchange 

^e) It is to the want of an adequate feignorage that Eng- 
land owes the rapid difappearance of the great filver coinage 
of King William, which was conda6^ed at an expence of three 
millions fterling. Mr. Mu/iet, in his Inquiry into the effeds 
produced on the national currency and rates of exchange by 
the bank reftri6tion bill» fuggefts the propriety of a fmall 
fdgnorage on gold coin. Were this only one ludf per cent, 
it would nearly defray the expence of coiningi and would tend 
to leffen in the only proper way the fpeculation in the export 
of guineas, which is neither wifely noreffedually difcouraged 
by prohibitory laws. On filver the feignorage ought to be 
ten per cent. Mr. Muiket takes fi^e millions as the amount 
required ^r the filler currency of Great Britain. Confider* 
ing newnefs and uni£Drmity in coin as the beft fecurity to tk 
public againft bafe money, he fuggefts alfo that the filver 
eoin (hould be regularly called in after ten years of circu- 
latioiu 

of 
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of commodities, or to promote their circula* 
tion, and as the raw material and the coining 
are both expenfive, a nation has a greater 
command over commodities affording imme- 
diate enjoyment, or a greater flock of active 
and produAive capital, the finaller the amount 
of the metallic money with which its circular 
tion is performed, and the greater its faving 
in the expences of metal and coinage, without 
pr^udice to the circulation (d). [b. ii. ch. n.^ 
Thefe confiderations have induced feveral na« 

(d) It is perfedly immaterial whether the bufineCi of cir- 
culation be performed hj a greater or fmaller quantum of 
fubftitutes to coin. The aggregate yalue of the circulating 
medium of a countryy combined with the velocity of its cir- 
culation» and the various expedients reforted to for economiz- 
ing ito ufe» is never arbitrary or accidental, but always deter- 
mined by the bufinefs which it is deftined to perform. In 
whatever way the fum neceffary for carrying on the circular 
tion of any country may be expreffedt its real value muft pre* 
lerve a fteady relation to the value and frequency of the pay- 
. jnents to be effeded by it. When it has once adapted itfelf 
to the extent of its appointed employment, and has been 
found to ght all poffible facility to commercial exchanges* 
the country ought neither to be deprived of any portion of 
that circulating medium» nor ought it to be unneceffarily fn*^ 
creafed. Wherever the paper circulation of a country is in- 
ereafed without any correfponding increafe in the demands of 
its comnierce» no part of the additional circulatinj| inedhmi 
can find employment until by its depreciations the quantity 
of currency is rendered fubftantially the fame as before. See 
fofiir m Sxchangeit rcvicfoed in tbe Edinb* Rev. o/OSohr 

iao«, Nf. xrii. 

tiohs. 
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tions, I ft, to efFe^ thqir exchanges with as 
fmall a Aim of money as is compatible with 
the magnitude of the national income, by in» 
creaiing the rapidity of circulation ; 2dly, to 
£tve the expences of coinage as much as poffi-^ 
ble, by avoiding all unneceflary payments m 
coin ; 3dly, to employ capitals bearing intereft 
as a medium of exchange ; or, 4thly, to im« 
part the power of money to lefs expenfive 
materials. 

Money is never confumed ; it may always 
be applied again to frelh exchanges as foon aa 
received, and innumerable conjmodities, each 
as valuable as a given number of pieces of 
coin, may fucceifively be obtained in exchange 
for the fame identical pieces of coin. Aa 
immenfe quantity of commodities may be p^id 
for in fucceffion with a comparatively fmall 
amount of money. A general who has juft 
received his pay out of the public treafury, 
fettles his butcher's bill with one hundred 
guineas. The butcher pays the identical 
guineas for cattle to a grazier. The grazier 
pays them as rent to his landlord. The land- 
lord fettles his faddler's bill, amounting to one 
hundred guineas: the laddler immediately 
carries them to his leather merchant, who 
pays them to his wine merchant. The latter 
gives them for clothes to his tailor: the tailor- 

fettles 
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fettles his clothier's b|Il, to the fame amount. 
The clothier purchafes one hundred guineas 
worth of wool of a farmer with the fame iden- 
tical guineas, which the latter takes to his 
landlord's fteward for rent The land-owner 
orders them to be fent to his bookfeller for 
books; the bookfeller takes them to the papeiv 
manufa6turer, who pays them to his rag mer« 
chant : the latter gives the very fame guineas 
to a wheelwright for a waggon, and the wheel- 
wright pays them to his timber merchant, who 
carries them to the Royal Exchange to buy 
a bill on Hamburgh, to remit to his corref' 
pondent at Memel. The banker on whom 
the bill is purchafed locks the guineas up in 
his iron cheft, where they remain a few days, 
at the end of which they are again circulated. 
Thus in the firfl inflance one hundred pieces 
of gold coin ferved to purchaib their value 
over and over again, in meat, cattle, faddles, 
leather, wine, clothes, cloth, wool, books, 
paper, rags, a wiaggon, and timber, and to 
pay a rent to two landlords ; or commodities 
worth 1600 guineas, were exchanged and dif^ 
tributed by the help of one hundred. 

Metallic money conflitutes, every where, a 
very fmall component part of national wealth. 
Whatever the producers confume of their own 
produce ia never exchanged, and, as fo many 

different 
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difieirent exiihanges may be effeSfced with od6 
and the fame piece of money, the amount of 
metallic money is, in every country, confide^ 
rably below that of other commodities. Even 
the fum in aftual circulation, or the repeated 
payments made with the fame identical pieces 
of coin are far beneath the value of the 
remaining commodities of the nation, becaufe 
many exchanges are effe6ted without the in* 
tervention of money. The gieater the ra» 
pidity witli which money performs its function, 
the quicker it is applied to frefli exchanges; 
or the quicker it flows from one pocket into 
the other, the lefs may the amount be which 
is deftined for that ufe, or the larger is the 
number of payments that may be effected. 
If, within the fame given time, ten purchafes 
are made, with the fame identical pieces of 
coin in one country, whilfl five only are made 
with the fame pieces of coin in another, 
the former is enabled to purchafe twice as 
much with the fame quantum of money, or, 
in other words, it niay reduce its circulating 
coin to half the amount of that of the latter. 
There is alfo in the very nature of money a 
motive for haflening its circulation. Money 
in itfelf affords no enjoyment, and yetjt is 
not to be had without an equivalent : the in- 
fUntit is procured it is' ufefully employed ; 

fome 
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£ome commodity is pmchafed for confuinp* 
tion, or it is appHed to productive labour. In 
either cafe it muft depart from its poflefTor^ 
and circulate, 

A rapid circulation of money is a proof, 
and becomes in turn, a caufe of profperity, 
by invigorating the induftry of the nation, 
and diffiifing it all over the country. When 
the efforts to acquire property are general, 
every one keeps as little ready money in 
hands as he poffibly can ; every piece of coin 
that can be Q>ared is immediately turned to 
advantage ; and wherever a perfect freedom 
of trade is eftabliflied opportunities for doing 
lb are never wanting. In a flourifhing coun- 
try, important payments are commonly made 
in a few places, or even in one place only. 
Great Britain offers a llriking inftance of an 
uncommon rapid circulation, due to the cir-* 
t^umftance of the country bankers being con- 
ne^ed with the bankers of the metropolis, and 
all great payments being effected in London 
only. The (late has alfo a powerful influence 
on the circulation of a country, by allowing 
the contributors to the public expences to 
pay the taxes by finall inflalments, by oblig- 
ing the colle3:ors in the country to make 
immediate remittances to the treafiiry, and 
by keeping as little ready money in the 

public 
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public chefls as is compatible with the public 
fervice. 

The fecond expedient that has been adopt- 
ed to reduce the circulating money capital 
of a country, is to avoid paying in coin. But 
the means of accompliihing that purpofe can* 
Bot be properly inveiligated before the nature 
of credit be well underftood. 
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CHAP. VIIL 

Of Credit. 

/CREDIT is the aggregate of the qualities 
V-^ by which an individual inipires the con- 
fidence that he will fulfil his pecuniary en* 
gagements; or (imply, the opinion that he 
who has entered into an engagement is able 
and willing to perform it. Credit therefore 
refts Qn the convi6lion that a debtor pofiefles 
more than he owes ; that he may at any time 
convert his property, or part of it, into fiich 
commodities as he has promifed to give in 
payment ; and that his moral character, and 
his own advantage, as well as the laws of the 
country, will induce him to perform his en* 
gagement. The more generally this opinion 
13 entertained of a debtor, and the more it 
reds on a folid bafis, the more firm and per« 
manent is his ^credit. A perfect convi6lion 
that an individual has more property than 
debts can be efie£ted only by an open difclo« 
fure of the ilate of his afiairs. The opinion 
that he is able to pay the fum he owes, otit 
of his property, refts on the prefumption that 
he can convert his ftock of commodities, as 
foon as required, into money. The fuppofi^- 

tion 
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tion that having property, he aftuaUy will 
pay, proceeds partly from the known perfonal 
qualities of the individual, inclining him to 
the performance of his duty, and partly frorii 
the ilrong arm of the law, which forces every ' 
debtor to pay as long as he is able^ and from 
the Ari&neik with which that law is enforced; 
All thefe circumiiances combined, afford what 
is called iufficient feciirity, or a good bafis for 
credit. Security, namely, is the moral 
certainty of receiving a promifed payi. 
ment at the appointed time. It has different 
degrees, determined by and proportionate 
to the degrees of credit* The higheil degree 
of fecurity is obtained either when the whole 
value of a debt is entriiiled to the creditor 
in fome other commodity^ with the right to 
pay himfelf out of it, in cafe of need ; or when 
anexclufive right is granted to a creditor to 
take his payment at a certain given time, out 
of a commodity of the debtor, which has a 
permanent larger value than the amount of 
ihe debt Such is the fecurity conne6ted 
with pledges or pawns, mortgages, bills of lale, 
or any other affignment of a part or the whole 
of the debtor^s property* A credit founded 
merely on the general opinion that the debtor 
has the power and the inclination to pay, 
affprds a lower degree of fecurity. It is 
called perfonal fecurity, in oppofition to the 
Y former 
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former, wliich may be denominated real fecu- 
rity. A debtor who employs the borrowed 
capital in productive labour, who has di& 
played great ability and prudence in the 
management of hi» affitirs, and has long been 
known for bis good faith, probity, and punc-* 
tuality, enjoys a great degree of perjbnal 
credit. Confidence in the power and incli' 
ijation to pay^ conftitutes, with regard to. 
private debtOTs, private credit; with regard 
to the flate, it is called public credit. !Botk 
are built upon fimilar principles* 

No trade of any importance can be carried 
on without credit. It is impoffible that all: 
exchanges of goods, fhould be initantly efie&« 
ed on the fpot. The moment an individual 
obtains a conunodity without giving an imme-- 
diate equivalent for it, he becomes a debtor, 
and requires credit. There are befides to 
many reafons which eflablilh a confidence 
that the perfons to whom we trull our com- 
modities will not deny us the proper equiva- 
lent, that credit is foon obtained, and ^ere 
there is credit, exchanges are uncommonly 
facilitated. Credit even increafes the wealth 
of a nation in an incredible degree^. It 
affords the means of avoiding payments in 
coin, and creates cheap fubflitutes to metallic 
money^ 

CHAP^. 
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CHAP. IX. 

Of the Means to avoid paying in Coin. 

TN countries where commerce is flouri(hing> 
-^ merchants, have frequent dealings with 
e^h other, and confequently frequent pay- 
ments to make and to receive. Were they 
obliged to perform them in coin much time 
would be wafted. The inftant confidence is 
eftablifhed between them, they refort to the 
expedient of noting fimply what they have 
to pay to, or to demand of, each other, and 
they fettle their accounts at the end of a certain 
period, by paying the balance that may be 
due. Thus an immenfe number of payments 
is avoided among commercial men, of the 
fame or of different places ; buiinefs is tran£i 
a£ted Mrith lefs metallic money, and the coin 
does not fuffer from its too frequent circu^^ 
lation. But the eftabliftiment of a bank 
afibrds ftill greater facilities. In that cafe 
the merchants depofit the metallic money, 
which they would be obliged to keep in their 
own houfes to meet the demands of their 
creditors, in a certain building called a bank, 
and get their mutual payments noted on the 
y 2 flebtor 
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debtor and creditor fide of their re{pe6live 
accounts. When the metallic money that 
has been depofited a3:ually remains in the 
bank, the greateft poffible fecurity is obtained, 
and credit is only fo far concerned, ad the 
keeping of the money and noting of the 
payments muft be entrufted to a few indi- 
viduals* Every creditor receives his payment 
really in money, fince it is added to his 
depofit from the depofit of his debtor, and 
that which formerly belonged to the latter, 
is, by this addition to the creditor fide of 
his account, acknowledged to be his. When 
part of the depofited capital is expended 
and employed for other purpofes, the eilates 
or effe6i;s which are mortgaged or pawned 
for the money expended, conftitute alfo a 
good fecurity* When thefe effefts are of 
fuch a kind that they may almofi: inftantly, 
or in a very fliort time, be re-converted into 
ready money, this fecurity is not impaired : 
but when they are of fuch a nature, that thef 
money cannot be had on demand, or at a 
fhort notice, the fecurity is diminifiied. 
Though it would not expofe the bank to any 
embarraffments in ordinary times, it yet 
might prevent the due performance of its 
engagements in times of difficulty, whert 
much money is withdrawn at once^ fuch 

effects 
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« 

efie£ts not« admitting of an inllantaneous 
realization. 

The principal advantages which accrue to 
a commercial nation from fuch a depofit bank 
are, that their money is fecurely houfed, and 
that, befides relieving them of the trouble 
of counting, weighing, trying, comparing 
different pieces of coin, it renders errors in 
payments next to impoflible, and faves, along 
with the coining expences, whatever the 
coin qiight have loft by fri6lion in being cir- 
culated, undar the fuppofition, namely, that 
the depofited iUmjs are left undifturbed. 
When the bank lends pa^t of the money upon 
proper fecurities, it multiplies the means of 
payment by the fum lent to the borrowers, 
without entailing any expences of coinage 
upon the nation. The credit obtained with 
the bank, by the a£tual depofit, forms one 
fum, and that lent out conftitutes another. 
And whatever contributes to protect the 
actual depofits againft external violence, to 
leave them religioudy untouched for any 
ati^er purpofe, were it even a public one, 
and to f^litate the admittance of thofe who 
have depc^ted their money in the bank, to 
;nQie6l its accounts at any time, tends to 
increafe the fecurity of fuph Sk bank.. 

Y 3 As 
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As there are commercial conne£tions 
between different countries, merchants have 
often payments to make at a great diftance 
from home. To avoid remittances in coin, 
bills of exchange have been contrived, by 
which the means of payment are at the fame 
time confiderably multiplied. 

Orders for the receipt of a commodity are 
written powers of attorney, given by one indi- 
vidual to another, to get money or goods 
delivered to him by a third. It is of the 
utmoil convenience to diftant debtors and 
creditors to exchange their debts to, and 
demands againft, each other by means of 
filch orders, fo that every one may receive ofi 
or pay to, his neighbour what he has to 
receive or to pay at a diftance. That kind of 
order by which fuch an exchange of debtor 
and creditor is effected, is called a bill of 
exchange ; or a bill of exchange is an order 
for the receipt of a given fum of money m 
a foreign country. By means of fuch bills of 
exchange, the debts of a country may be 
compenfated with its demands upon the 
country to which it is indebted, and fo much 
metallic money only needs to be remitted as 
its debt is exceeded by the amount of its 
demands. A country that is indebted to 

another, 
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another, upon which it has neither dire^ nor 
indire£t demand, cannot pay its debt in 
bills o£ exchange. 

The principal advantages refulting from 
bills of exchange is, that they fete money 
by diminifliing the expences attending re* 
mittances in coin, and by preventing the rifk 
of the money being loft during its convey-^ 
ance, and that they make credit fupply for a 
while the place of coin, great fums being thus 
fettled without any intervention of money* 
This laft advantage is confiderably increafed 
through the endorfing of bills of exchange. 
As they are payable only after a certain length 
of time, they may be employed feveral times, 
from the day they are drawn to that on 
which they are due, as mediums of payment, 
and thus fupply the place of ready money. 
This is done by an endorfement on the back 
of the bill, or the repeated ceilion of the 
lawful claim to the payment promifed in the 
bill of exchange. Even when a bill ferves 
only as a pledge, and procures the holder 
ready caih by means of its being difcoujited, 
it fupplies the place of real money by mere 
credit, and affords uncommon facility to 
commercial tranfa6lion8. Bills of exhange^ 
however, derive their validity only from thp 
money which they promife to pay, and from 
Y 4 the 
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the certainty that it will really be paid at the 
time fixed in the Bill. In proportion as t^ 
confidence that the payment is fure to take 
place at the appointed time abates or' ceafes, 
the validity of fuch bills ia weakened or 
deilroyed. It is therefore mod folid when 
the bills have their foundation in a real com- 
mercial debt, and a real commercial demand, 
* When, namely, a merchant has got merchan? 
dize of another, the receiver of that mer« 
chandize, as debtor, has at the fame time 
means (the goods themfelves) on which a 
hope is reafonably built that he will be able 
to pay his debt, and the feller, as creditor, 
has actually a real demand upon him. Good 
bills of exchange refl on this fblid founda« 
tion. The credit of accommodation bills, 
that is to fay, fuch as are drawn upon indi- 
viduals who owe nothing, and accepted 
merely upon the ilrength of the credit of the 
drawer, and not for any goods receiv^d, is a 
.bare perfonal feciurity ; they are maiked com- 
mon notes of hand or promiflbry notes* 
They afford means of borrowing for a time 
in a covered way upon a fi6litious credit by 
being difcounted. They too laVe the ufe of 
coin : but as they do not reft on any firm 
foundation, they frequently occafion lofles 
widely exceeding the benefit they may 

chance 
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chance to yield. They promote the private 
lidvantage of an individual at the rifle of the 
property of others, and muft therefore be 
ipumed as a dangerous abufe of the credit 
attached to good bills of exchange. 
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CHAP. X. , 

Of cheap Stib/Ututes for Coin. 

'T^HE incitement to do without the pre- 
-^ cious metals, and to find a cheap fubfti- 
tute for real money, is fo great, that individuals 
entruiled with fupreme power have fre- 
quently fufiered themfelves to be betrayed 
into the dangerous pra£tice of circulating 
coin at a higher value than it contains in 
metal. The expenditure of the date being 
generally confiderable, governments can 
make thoie to whom they have to pay ac* 
cept of their money at a higher value, by 
taking it back again at tlie lame value. The 
money in that cafe circulates at this fuperior 
value upon the credit of the ilate, or in the 
confidence that government takes it back 
again at. the fame value. But when either 
this confidence is weakened or fliaken, or when 
the money is paid to thofe who have neither 
direSt nor indirect bufinefs with govern- 
ment, fuch a debafed coin cannot be circu- 
lated at a higher than its intrinfic or metallic 
value, or at leall only as far as the monopoly 
of coining vefted in the government, con- 
3 joined 
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joined with its power, can enforce its circu* 
lation. The lofs to thofe who are obliged to 
take it at a higher currency is evident, A 
coin thus artifically raifed beyond its value, 
is properly nothihg but a metallic draught 
upon government, and is worth only as much 
above its intrinfic value, as the confidence 
in the good faith of government warrants 
the hope that it will be paid in tuH. To keep 
up the validity of fuch coins governments 
ought to eftablifh c&ces provided with a 
fufficient itock of the finer metals uncoined, 
where every one that requefts it might at any 
time receive the full value at which fuch 
bafe coin is circulated. All that can be 
done with any degree of faf ety is to circulate 
an inconfiderable part of the lefler coin 
called finall change, at a higher than its 
intrinfic metallic value, £6 as not to exceed 
the interior circulation of the country. But 
even in this cafe the iaving of the fiiner metal 
is very trifling, and the profit of government 
is more than overbalanced by the lois which 
accrues to the country at large. If there be 
too much of fuch finall change circulated, it 
is not only troublefome but liable to pay an 
agio, which is £> much lofi; to the country. 
Its little intrinfic value and indilSerent coin* 
age ofier befides an encouragement to falfe 

coiners 
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coiners to mundate the country with an 
adulterated coin* All thefe inconveniencies 
have lately been cKpierienced in PrulBIa, 
where the finall change of the country con« 
fifted chiefly in pretended filver fix-penny 
pieces, equal to three-fardiio^ ftechng, 
which^ the momeBt the invading French army 
advanced to Berlin, were no longer received 
but at their real value of one halfpenny 
fterling. The nation thus fu£fered a lo& of 
better than 33 per cent, upon the greateft 
part of its circulating capital. SmaU chango 
of that kind is fomething thrown into gene* 
ral circulation by great manufisiAurers and 
merchants of known ftability. Like the 
bills of exchange drawn hj commercial 
houfes, fuch coins pais current as long m 
the opinion prevails that they will at any 
time be taken back by the ifliiers at the full 
value at which they are iflued. They can 
only be confidered in the Hght of chec<|aes^ 
orders, or tokens, and not as the aSaial 
value to the receipt of which they authorize 
the bearer. As mere expedients dictated 
by neceffity they are not entitled to much 
commendation. 

. Bank notes are a much cheaper fubilitute 
for gold and filver than any bafe IhiaU change. 
As it is not always material to receive me* 

taUic 
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tallic immejr, provided there be an abiblute 
certainty that it may be had at any time, a 
promife given to that effedt in a note of hand 
ks as good a payment as coin, when the pub^ 
lie at large is convinced that the inftant me* 
tallic money chances to be more ufeful it may 
be obtained in exchange for the note. This 
confidence, this convidiion,, that the coin may 
be had at any time, proceeds chiefly from the 
principles upon which public banks are 
formed. Individuals who jointly eflabliih a 
bank^ ifluing notes, mufl be poflefled of ca- 
pitals fufficiently large, to inQ>ire the confi- 
dence that they will confcientioufly perform 
their pecuniary engagements. Their notes 
reprefent a certain proportion of the' current 
coin of the country, and they engage to give 
that proportion of coin in full for them 
wh^iever their notes are ofiered to the Bank. 
In a depofit bank, the coin depofited is 
placed to the credit of his owner ; in a bank 
ifluing notes, the amount of the fum depofited 
is immediately paid in notes, promifingto pay 
the bearer of anyfuch note, on demand, 
the fum exprefled in the fame, in metallic 
money; which may eafily be done at all 
times, if the coin depofited be a6tually kept 
in the bank. Such bank notes are therefore 
^ much more convenient than the proceedings 

of 



334 ^^ CHEAP ftUB8TrruTi:8 for coik« b. m* 

of a depofit bank : they iave the trouble of 
keeping the accounts of the different indivi^ 
duals who lodge their money in the bank, 
and enable them to pay diftant creditors, or 
any one who has no account with the bank. 

A certain quantity of money to facilitate 
the purchafe and lale of commodities, is as 
much wanted in every nation as the commo* 
dities themfelves. A feller, however, is not 
ib much interefted in receiving ready money 
for his merchandize, as he is in being enabled 
to pay thofe to whom he is indebted. The 
bank note gives him that power ; the indivi- 
dual to whom he transfers it may get coin for 
it whenever he likes; and many fellers or 
traders, being of the fame way of thinking, 
the fame bank note may, for a great length 
of time, fupply the place of the coin, which it 
promifes to pay to the bearer, and be circu- 
lated in its flead, until fome one has oc« 
cafion to carry it to the bank to exchange it 
for coin. Bank notes are, in fa6l, more con- 
venient than coin ; they facilitate large pay- 
ments, are eafily conveyed or carried about, 
and accomplifli every purpofe of money as far 
as their credit goes. They are particularly 
acceptable in a country that has large com- 
mercial dealings, and whofe merchants enjoy 
high credit. In fuch a country few are retiu-ned 

to 
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to the bank to be exchanged for coin. The me* 
tallic money which has originally been depa« 
fited for them being locked up in ftrong chefls, 
the bank, as foon as it perceives that a great 
quantity of its notes remain in circulation^ 
and that it requires only a finall amount of 
coin to take up the few which are returned, 
may, without danger, ifTue more notes than its 
depofits amount to. It may either lend the 
furplus of its hard cafli upon good fecurity, 
and make advantageous purchafes, or it may 
increafe its notes beyond the value of its coin, 
and pay them away by difcounting good bills 
of exchange. When the iffue of notes does 
not exceed the real flock of hard calh in the 
bank, it faves only the expences of coinage^ 
notes of paper being cheaper than the coining 
of metal, and preventing the deterioration of 
the coin by friftion. But if with a third, 
for inftance, of the ready cafli which the 
bank has got, it engages in bufinefs, it in<> 
creafes the medium of exchange in the fame 
proportion, at a trifling expence ; and if it 
iflues a third more notes than its remaining 
flock of hard cafh amounts to, the mafs of the 
circulating money capital is increafed by 
another third, through the credit of the bank. 
Suppofing the nation has a6hially occafion 
fpr all this money, it is obvious that it Avould 

have 
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have been under the neceffify of purchafing 
with labour, or the produce of its labour, two^ 
thirds more of the precious metals, which 
circulate as coin in the country, whilfl their 
amount is completely fupplied by the bank 
notes. This fum of labour, or produce 
of labour, deducting the little which the 
manufa3:ure of the bank notes cods, may 
now be either confumed, or employed in the 
re-produ^ion of ufeful commodities. Money 
is the engine which effedls circulation and 
the production of commodities. Whatever is 
laved in the coft of the engine helps to in* 
creafe the produce of the country, and leaves 
a larger fhare to every one of its inhabitants^ 
When once the bank notes are generally pre*^ 
ferred to hard cafh, a part of the coin being 
fuperfluous, grows cheaper than in oUier 
countries, where no bank notes fupply the 
place of metallic money, and is confequently 
exported againil commodities, which afford 
an equivalent fo much the more profitable, as 
they either fupply neceflary wants, afford 
new enjoyments, or procure freih employ^ 
ment to the induftry of the nation. 

To infure all thefe eminent advantages, 
banks muft, however, obferve certain rules, , 
which they can never violate without danger, 
a I. The 
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1. The quantity of notes which a national 
bank may iffue with profit to the country 
muft be regulated by the number of payments 
to which they can be readily applied ; con- 
fequently it can never exceed the amount of 
the money wanted for payments at home. 
How much of this may be fupplied by notes 
depends on the credit of the bank/ and on 
the particular cuftoms and habits of the 
nation. 

2. The bank mud keep the value of its 
notes conftantly at par with the national coin, 
by giving at all times hard ca(h for them in 
full on demand ; it muft therefore be always 
provided with fuch a ftock of coin, that it 
may never incur the neceffity of avoiding or 
delaying taking up its notes when prefented, 
which would inftantly caufe them to be at a 
difcount. 

3. The bank ought to lend on fuch fecu- 
rities only as may be redeemed in a very 
fliort time, or immediately converted into 
money ; or rather it ought never to part with 
any of its notes but againft their full value. 
Its notes being on demand, the bank would 
be beft fecured againft all embarraflments 
if it lent only upon good bills at fight. As 
this, however, would be perfefilly nugatory, 
and can never Jbe the cafe, and as the bank 

z may 
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may calculate the probable demands coming 
upon it in a given time, it riiks little in dii^ 
counting bills of a fhort date, provided there 
be not frefh bills drawn to take them up. 
The pernicious pra6lice of drawing and re* 
drawing accommodation-bills between com- 
mercial houfes of little property, ought to be 
efpecially guarded againfl. The bank may 
alfo lend on pledges, which, after the term 
of their redemption is elapfed, may inftantly 
be converted into money : but it ought never 
to lend its notes on mortgages, or any fecu- 
rity which cannot be tlius converted in a 
very fliort time. How great foever the value 
of mortgages may be, they cannot an^er any 
immediate demand. 

Paper money differs from bank notes. It 
re(U upon the mere credit of government, 
whilfl a bank is nece0arily poflefled of a 
known capital, to which every holder of its 
notes has a legal claim in proportion to their 
amount. The inftant government commands 
bank notes to be received upon the ftrength. 
of its own credit, they become paper money. 
When any government circulates paper in- 
Head of gold and lilver, it either promifes to 
give hard cafh for it on demand, or at leaft to 
redeem it at the end of a certain time. If, 
in the firil inilance, government is pundtual 

in 
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in the performance of its engagements, or, at 
lead, conftantly attentive to keep the paper 
within fuch bounds that its quantity does not 
exceed the wants of the country, paper 
money is af&milated to bank notes, and mull 
be fubje^ed to the fame limitations and re* 
ftridlions. In the fecond cafe, when the 
credit of government is good, the promife of 
a future redemption is generally confided in, 
and the paper approximates the value of coin 
in proportion to the extent of this confidence^ 
provided it does not exceed the amount 
wanted in circulation. Even when the credit 
of government is not very great, its paper has 
ftill fome value as long as taxes and debts may 
legally be paid with it. In fhort it will main- 
tain fome degree of credit as long as there is 
any hope left that the holders may recover 
its value at fome future time: but the inflant 
this hope vanifhes, paper money finks to 
nothing in ^ite of any violent efforts to 
uphold it. The lamentable hiftory of the 
French aflignats has fully exemplified the 
foundneis of thefe principles. 

Shares in great national undertakings, in 
folid commercial enterprizes, or in the pub- 
lic funds, called fi^ocks, may alfo be ufed as 
mediums of payment, or fub^tutes for coin, 
z 2 A conn- 
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A country where fliares of that kind may be 
fold at tolerably regular or fteady prices, 
wants lefs ready money for its exchanges, or 
a Imaller money capital, tlian a country which 
is deprived of fuch auxiliary means. 
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BOOK IV. 

OF THE CONSUMPTION OF THE WEALTH OF 
NATIONS. 

CHAPTER I. 

Of the different Kinds of Ckm/umptiofu 

TO confume is to deftroy the utility or value 
of things either entirely or in part. It 
is the oppofite of produ6lion which is giving 
value to a thing. Confumption is no more an 
annihilation than produ6tion is a creation. 
Some things are confumed flowly, others 
quickly; fome at oi^ce, others by parts. 
Evepi time and labour may be waited. Some 
confumption is the efFe6l of chance, fome is 
intentional. One is effected by nature ; the 
other at the will of men. A capital may be 
confumed. Landed eftates cannot be fub- 
ftantially confumed ; yet they may be dete- 
riorated; their improvements, thieir uieful 
properties may be loll. Confumption can as 
little be meafured by quantity as produdlion. 
It muft be eftimated only by its effeft upon 
the quality of things, it is a de(lrufl;ion of their 
value. The lofs arifing from confumption is 
z 3 felt, 
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felt, firfl by the owner of the commodity con- 
fumed ; yet it always is a lofs to the com- 
munity at large ; the wealth of the nation is 
the wealth of its individual members. 

When a commodity is purchafed with the 
view to have it confumed, the mere purchafe 
does not effeft this confumption, fince an equi- 
valent is obtained for the commodity that has 
been parted with. The purchafer is as rich 
after his purchafe as he was before, and fre- 
quently richer, namely, when he has made a 
good' purchafe. It is only through the a6bual 
coi!fumption of the purchafed commodity that 
his dock is diminilhed. It is not buying, but 
confuming that makes poor. To purchafe 
with the view to confume, is called to Ipend, 
or Ipending may be faid to confifl in dilburC 
ing money for things deftined to be confumed. 
When a commodity is acquired without pur- 
chafe, or without giving an equivalent for it, 
the former poffeflbr is fo much the poorer for 
it, or a lofer : but the nation lofes nothing. 
What" one individual had before, is gone over 
to another. A\Tiether the nation is ultimately 
a fufferer by fuch a transfer depends on the 
ufe which the new poffeflbr makes of the 
commodity. 

Confumption may be effected by nature, by 
individuals, or by the aggregate of the mem- 
bers 
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bers of a nation, and is accordingly called 
natural, private, or public. But there are dif- 
ferent kinds of confumption in general, which 
mud firil be invefligated. 

A confumption which procures an advantage 
to its author, or to the nation at large, is ufe- 
ful; that which procures no advantage, is 
ufelefs. Ufeful confumption may be con- 
fidered as a Idfs which is compenfated by a 
profit* This profit confifts, either in a new 
component part of wealth which fupplies the 
place of the confumed one, or in an enjoy- 
ment ajfforded to one or more individuals. A 
confumption by which another commodity is 
replaced, may be called produ6live. That 
which produces nothing in lieu of the com- 
modity confumed, muil be denominated un- 
produftive, whether it be ufeful or not. 

Reproductive confumption does not always 
reproduce the whole value of the commodity 
confumed; it is more or lefs reproductive. 
When it replaces the exa6l value of the com- 
modity confumed, it does not diminifli the 
wealth of the nation, it keeps it ftationary. 
But when it is the means of reproducing a 
greate^p value, wealth is increafed, and in that 
cafe it is a gainful, profitable confumption. 
Frequently, however, it may be advantageous 
to a few individuals only, and not to the com- 
z 4 munity 
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munity at large — when, namely, the value of 
the commodity confumed is not re-placed by 
a primitive commodity, but by anoth^ co- 
extant or 'prc-extant commodity. Such a 
confumption appears re-produ6live, without 
being fb in reality; to the community at 
large it is unproduAive* 

Unprodudlive, and at the fame time ufelefs, 
confumption is effe6bed partly by nature, 
whofe deflrudlive power, which no human 
art can completely counteradl, devours a 
great number of ufeful commodities; and 
partly by man, who confumes many com- 
modities without deriving any enjoyment from 
his confumption. Unproductive, but at the 
fame time ufeful confumption is effe£ted by 
man only. Re-produ6livfe confumption is 
alfo effected partly by nature, which in its 
deftru6lion frequently produces fomething 
freih, or increafes a produce ; and partly by 
man, who neceflarily confumes fomething, 
whilft he is employed in producing frefli 
commodities. 

Confumption never augments, it always 
diminiflies wealth. Yet it may partly be 
confidered as the condition without which no 
new prod^uce can be obtained. It is on that 
account only that it can be called re-produc- 
tive. To avoid fuperfluous confumption is 

con- 
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conftantly moft conducive to the increafe of 
wealth. To leffen confumption in trades or 
callings, from which no perfon derives any 
advantage, or to diredfc it fo that it may afford 
Ibme enjoyment, is a mod important duty. 

In every confumption neceffary to re- 
produdtion, all ufelefs expences ought to be 
avoided, and thofe powers employed which 
confume the lealt during the prodii^ion of 
commodities. Whatever is laved in the pro- 
du£tion of one commodity, may be applied 
to that of another. The wade of time, 
materials, and working powers in producing 
a certain quantity of produce, was formerly 
much more confiderable than it is now, 
elpecially in fome manufadtures. The far- 
ther thefe favings of time and labour are 
carried, the more is the ftock of ufeful com- 
modities increafed, in proportion to what its 
production cofts. He who, in producing a 
commodity, confumes more than is abfolutely 
neceffary, diminiflies the national wealth by 
all that he might have faved ; and if this 
confumption does not add to his enjoyments, 
it is unprofitable. He who ipends more than 
the amount of the produce, for the fake of 
which his money is Ipent, diminiflies the 
wealth of the nation, as much as the fpend- 
thriil who fatisfies immoderate defires. The 

• latter 
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latter has at leaft fome enjoyment, the former 
has none. To pay labourers merely for the 
fake of occupying them, is a wafteful pro- 
digality, whenever their employment produces 
nothing that exceeds the value of their wages. 
Neceffity may fometimes juftify the meafure ; 
if it be reforted to, for inftance, to avoid a 
greater evil. When a fall of the price of 
fome manufa6bured goods, in a foreign mar- 
ket, throws many labourers out of employ, it 
may be expedient for government to enable 
the manufa6turers to continue felling that 
commodity for a time, by means of a pre- 
mium', rather than feed the labourers in 
idleneis, or fufier them to be reduced to 
mendicity. 

In that fort of confumption which is com- 
penfated by the enjoyment of the confumer, 
the commodities confumed are loft to the 
community at large, but they anfwer their 
end, and are of real fervice, though they 
leave no frefli commodity after them. Enjoy- 
ment is the object, or end of all property. 
Riches are defired merely to enjoy, or to 
procure comforts to others, which is indeed 
the nobleft fource of enjoyment. The defire 
of renewing and increafing wealth proceeds 
from the wifli to be able to repeat, or to 
increafe our enjoyments. How much an 

indi- 
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individual may confume for the fole purpofe 
of adding to his enjoyments^ mufl be left 
entirely to his own judgment. Every man 
is the bed judge of the lofs and. gain that 
accrues to him out of his individual confump- 
tion ; it is regulated by his tafte and by his 
means. But whatever commodities may be 
thus confumed, it is evident that they muft 
have been gained by produdlive powers. 
Hence the larger the furplus, which re- 
produ6live confumption leaves of tJie com- 
modities in exiftence, the greater the quantity 
of thofe that may be devoted to mere enjoy- 
ment. Indeed a great part of re.produ6tive 
confumption is alfo compenfated by enjoy* 
ment ; thofe commodities, namely, which 
are confumed during the labour of man, 
afford him enjoyments equal or fuperior to 
thofe of the idle conlumer, though he fub- 
ftitutes almofl immediately a commodity of 
higher value. That confumption only muft 
be regarded as totally unproductive for the 
nation, which, though it affords enjoyment 
to one or a few individuals, is replaced by 
no material or mental benefit to fociety. 
When fuch unproduftive confumption does 
- not exceed the annual gain of the nation, 
it does not diminiih its wealth ; when it 
leaves a furplus, tl\e national wealth is in- 

creafed 
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creafed in ^ite of that confumption : but it 
can never go beyond the furplus, produced 
by the nation above the previous national 
capital, without injury to the national wealth. 
In the mean time it is obvious that a nation 
is fo much more proiperous, the finaller the 
proportion of the unprodu6tive to the re- 
productive and beneficial confumption. The 
happinefs of a nation is the greatefl, when 
every one of its members has the confciout 
nefs of a variety of permanent agreeable fen-^ 
iations ; thefe have their main foundation in 
the abundant and regular fupply of wants, 
and in the fecurity with which that fupply is 
enjoyed. But the more fome members of the 
community confume, without re-placing the 
commodity confumed by any tangible or 
mental good, the more is the flock of com- 
modities reduced for the reft, or the finaller 
is the fiiare they obtain of the very produc* 
lions which their induftiy has produced. 
There is no danger that, by encouraging 
re-produ£tive confumption only as the moft 
profitable, fo much will be produced in the 
end that no individual in the nation will 
have any want left unfqpplied, and that pro- 
duction will be brought to a ftand. An 
increafed production will always increafe 
the number of productive labourers, whofe 

con- 
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confumption increafes with their wages; 
whilft the augmented furplus of produce 
augments^ of courfe, the number of unpro- 
duftive confumers. But though unproduflive 
confumption be partly neceflary and partly 
allowable, its effe£i:s are more or lefs inju- 
rious at times. When it procures an important 
advantage to the community, as the main- 
tenance of a (landing army, it is conducive to 
national proiperity. When it fatisfies real 
wants, inherent in human nature, it is better 
than that unproductive confumption which 
fiipplies the imaginary wants of a perverted 
fenfuality, of caprice or falhion, &c. That 
which confumesits olyedt flowly, is in general 
preferable to that which devours it rapidly. 
That which feafls long on one and the 
fame obje6t, is better than that which is 
unceafingly thiriling after fome new obje6t. 
That which admits of partakers, is generally 
preferable to a mere individual confumption. 
That which enjoys commodities of fmall value 
is more advantageous than a confumption 
which demands commodities of high value. 
And that confumption laftly, whi<ih prefers ob- 
jects of home manufacture, is more favourable 
to the nation than that which requires foreign 
commodities. But whatever be the merits or 
the nature of unproductive confumption, it 
, always 
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always has a greater tendency to diminifii 
the wealth of the nation than the reprodu61:ive 
one, and can never be patronized without 
danger, except in countries where produdiioa 
is conflantly progreffive. 

Nothing can be more extraordinary than 
the opinion of fome political philofophers, 
that wealth is increafed through unprodu6tive 
confumption. They fay, " whatever is con- 
*' fumed muft have been previoufly produced; 
" if it be confumed by the rich, it is fure to 
^^ be reproduced. The greater the confump- 
*^ tion of the rich, the more productive 
^' powers they fet in motion, and the more 
*« will neceffarily be produced." Confump* 
tion is, with thofe philofbphers, the meafure 
of produftion ; and as produ6lion enriches, 
confumption muft have the fame effeCl, the 
former being regulated by the latter. There 
is fome truth, blended with many ^acies, 
in their argument. A nation, like a family, 
may confume the exa£l amount of its annual 
income, more than that amount, or lefs. If 
it confumes exa6tly as much as it receives, 
the nation grows neither richer nor poorer in 
the courfe of the year. Yet if it keeps no 
furplus it is in imminent danger of being im« 
poverifiied; as population is progrei!ive,'the 
nation is fure to have more confumers the 
4 following 
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following y^ar, and if its income be not en- 
larged, the nation, it is true, will poflefs as 
much as before, but a greater number of 
confumers mud fhare its income ; and if the 
portion of every individual member of the 
community is curtailed, furely the nation is 
grown poorer. Befides in a nation, as in a 
family, it can never be accurately afcertained 
))eforefaand whether there may not be fome- 
thing more wanted the next year, . Unforefeen 
accidents may entail frefli expences upon a 
nation, as upon a family. To confume their 
refpe6tive annual incomes is unwile in both; 
they both run the rifle of retrograding. If .a 
nation confum^s more than its annual income, 
it diminiflies its capital, the fource of its 
income, which muft of courfe gd on decreafing 
from year to year. In that cafe the nation 
lofes, I ft, the profits of ftock which that part 
of its capital which it is forced to confume 
would have yielded ; adly, the wages which 
the labourers would have derived from the 
employment of that capital; and 3dly, the 
capital itfelf, which of courfe can no longer 
produce any income. It is true that there muft 
be every year as much produce as is really 
confumed : but in the prefent inftanc^, it is 
ftock that is confumed in addition to the pro- 
duce of the year. This ftock dimioiflies every 

year. 
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year, and every year the nation finks deeper 
into miiery. It is not a decreafing c^onfump* 
tion, it is the diminiihed production, occa- 
fioned by an increafing unproductive con* 
fumption, which is the fource of that mifery. 
It is only when a nation confumes lefs than 
its annual income that it grows richer every 
year. In that cafe its capitals and its pro* 
duCtive powers increafe with the increafed 
demand for its produce. The Ipirit of enter- 
prize continually difcovers frelh opportunities 
to acquire, and to augment the annual income 
of the nation or the means of its annual con- 
fumption. Under fuch circumflances, a more 
extenfive unproductive confumption may take 
place with impunity: but &t from being 
the caufe, it is invariably the effeCl of a 
progreffive national profperily, and the hap- 
pinefs of the community is never promoted 
by an inilantaneous or immediate confumption 
of its increafed income. The permanent 
intereft of a country requires, on the contrary, 
that part of this annual furplus be faved, an4 
converted into frelh capitals, or, in other 
words, that the fources of wealth be progref- 
fively multiplied. When the lavings of the 
rich are not locked up in ftrong chells, but 
confumed in reproductive labour, they flow 
into the hands of the induftrious, who produce 

commodities, 
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oommodities, the value of which is at once a 
new incitement to. indufliy, and a new engine < 
of wealth. 

The unprodu£l;ive confumption of a rich 
man may maintain a number of individuals^ 
who miniiler to his enjoyments : but the ca- 
pital thus fpent diiappears. Were a part of 
it lent to an undertaker, or did the owner 
himfelf embark a part of it in ufeful under* 
takings, it would probably maintain a greater 
numbcir of individuals of the labouring clafi, 
afford the owner and the nfition an additional 
income, and enable him to increafe this in* 
Goifie from year to year, his capital being 
continu^y replaced with an additional profit. 
Whatever the idle rich pay to unprodu6tive 
confumers, who merely miniiler to. oflentar 
tion, is completely loft ; it is not replaced by 
any thing ufefid* What they pay to artifts, 
and all who afford them rational enjoyments, 
is, no doubt, well beftowed : but it is that 
part of their income only which is converted 
into capitals employed in the country and 
going over to produ6live labourers, that in- 
creafes the national income. It is true, that 
the objeft of wealth is enjoyment. The rich 
man is entitled to lead a more agreeable life 
than the poor one ; and the profpefl of the 
latter to approximate, at fome future time, 
A A the 
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the conveniencies; pleafores, comforts, and^ 
enjoyments of the former, is a m<^ powerful 
ftimulant to the exertion of his ftrength an^ 
powers. The defire of leading a more agree- 
able life, when it is combined with the effort 
to increafe one's wealth, and does not outrun 
ibe latter, fkr from counterafting the progrefl 
five increafe of the national income, is the 
wheel that fbts human activity and induflry 
in motion, and promotes the produd^ion of 
wealth. But when this defire degenerates 
into a paffion to confUme, without thinking 
of replacing the commodity coniumed, it flops 
the rotation of the wheel, and impedes the^ 
progreis of a nation on the road to w^th. 
When luxury is predominant, it operates as ^ 
l>9r tQ national opulence^ 
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CHAP. IL 
Of Luxwry. 

LUXURY may be defined the aa of in- 
curring expences, with the fole view to 
appear rich ie)» It is the joint ofi&pring of 
ambition and vanity^. It feeks it3 glory in 
pending much in the fight of others^ It is latis- 
fied with the magnitude of thefums expended 
being known, without caring for the utility 

{e) By fome writers luxury b ufed to flgiufy every thing 
beyond the mere neceffaries of ^e. With others it compre- 
hends chiefly the objeds of the fine arts ; and with oti^rs 
whatever impliet effeminacy of manners. Luxury in b& is 
a word that muft vary in every age and in every country with 
the progrefs of civilization ; it is not a pofitive, but a com- 
perative tena» What is luxury in one rank of life is not 
luxury is another^ and the luxuries of yefterday become the 
DecefTaries of to-day. No general or permanent definition 
therefore can be precife. Sumptuary laws, which have at- 
tempted to define luxuries, have always been abfurd and in- 
competent. On this fubjefk common opinion is the only 
ftandardy and as this varies with circumftances, fo muft the 
eonduft of individuals. In every rank and fituation there is 
a certain ftyle in living, in houfes, equipage, furniture, whidi 
is vSxA to perfons of that dafs. Whoever in any of thefe 
things vies with perfons of a fuperior ftation, and pafles the 
bounds of his rank and fortune, may be juftly accufed of be- 
ing luxurious and extravagant. EJgivforsb^t EJfay on Prth 
feffkfud EJiuatsoft. 

A K 1L of 
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of the purchafed commodities. Its obje6); is 
fhow. Provided it dazzles the beholders, it 
cares not for the enjoyment which it procures 
to tjie partakers of its feafts (g). When lux- 
ury is fatisfied with home productions, its mis- 
chievous tendency is lefs than when it feeds 
upon foreign commodities ; in the latter in- 
fiance it rewards chiefly foreign in4uftry, and 
the capital confumed is much fooner loft to 
tile nation. The rapidity with which it difl 
appears proceeds from the circumftance that 
foreign articles are generally quickly con- 
fumed, or expofed to be thrown away as ufe* 
lefs, according to th^ arbitrary di6lates of 
fafhion. Luxury is alfo unnecefTarily deftruc- 
live in its confumption. To aiTume the bril« 
liant outfide of extenfive affluence, a vaft 
number of commodities muft be confumed at 
once, without affording any real enjoyment ; 
and tiiofe who are admitted to the feftive 



(j) At an entertainment given hj the Earl of Murray, in 
Scotland, to the Patriarch of Apuleia, in the year 1544, al- 
though he had good ftore of filyer plate, he ordered his fide- 
board, befide tha plate, to be fumiihed with Venetian cryftal 
glaiTes, and gave his fervants inftru^tions to OFertum it, as if 
by accident, in the midft of dinner. The noife of its fall 
alarmed the company, who expreffed their regret for the lofs : 
but the Earl making no account of it, ordered the fideboard 
to be refumiflied with ftill finer cryftaL Ilug4f Arnot*i Hi/- 
tory of Edinhurgb. 

board 



CH.n« Of tvxJiWCk 357 

baaid would probably not fare wor& if part 
of the capital wafted> in idle profuflon weft 
devoted tojencourage the iaduftry of producr 
tive laboured, und yielded their hdfl a pqi:^ 
manent rent^ which wbidd be an additioqrii|9 
tbeihcome of the nation. The rich ar^ in- 
debted for their opulence to the produ6t:iv^ 
labourers of the country, of whole produ^ 
they obtain fo great afltare. When luxury 
waftes this Ihare, nothing returns to i^ef^lft*^ 
bourer^ but the former capitalv for which they 
muft toil agHEn, widiout any proQ)e3; of better 
days. And ihoiild this capital experience any 
diminution^ as ititoo frequently does^ from the 
fatal effects of hieedlefs luxury, tihe returns to 
the labourers are diminilhed, and their mifety 
ibcreafed* 

A ftrong propcnffty to luxury is always 
dangerous. The xnord^iaete defire of gain 
which it excites rarely fubmits to the flow (A) 
bat fafe progreis of produ£tive induftry to- 
wards the acquifition. of wealdi. Cimning 
'and crafl offer more expeditious means. To 
flrip the incautious rich of their property by 
gambling devices, is a fhorter road to opu* 
lence. Swindlers and iharpers prey upon the 
unwary; their gains, though a benefit: to theal^ 

{h) A French poet taj% ; " Les micbafUs.font toujguKi 

A.A i felves. 
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felves, are d loft to the nation. The lattar is 
deprived of capitals which might have been 
productively employed. The example of 
hixufy is befides contagiotn, and when it 
^reads among the middling dafles of a na* ' 
tion, its eife6b are particularly fatal. Nothing 
is laid by for future contingencies. Thofe 
who have no means of accumulating flock, 
but by fmall favings, wafle alfte their time 
and their money ; and a general prodigality 
has a far greater tendency to augment the 
inequality of fortimes^ than to diminifh it, as 
fbme have thought. A produ£iive employ^- 
ment of capital is alwstys of more fervice to 
the poor than an unproductive confumptioD; 
When the advocates of luxury lay fo great a 
flrefs upon a fmall number of individuals 
being poffibly benefitted by inconfiderate pro- 
fufion, tliey forget that the fame fums devoted 
to the production of ufeful commodities would 
have iupported a greater number of indivv 
dnals, and that their value would ftiU be ex- 
iiling. • The appearance of opulence, which 
luxury aflumes, is of fhort duration ; it coxi- 
ftimes the fources of wealth, and entails lafl- 
ing mifery upon a nation. Such at leaft are 
its infallible effeCts in countries where the 
national income flows into the hands of a few. 
'tiiere milery the moft extreme dwells near 
- * 3 tho 



Ibe pompous caftles wliere luxury facias ito 
revds. It takes from three^fourths of the in«* 
liatntants the power of acquiring wealths 

But when luxury is the effect of a general 
and increafing pro^erity^ whctn p^rt only of 
the furplus which remains after the nation has 
fiij^li^d all its wants, pafies through the hands 
of its votaries, it may ferve to ftimulate the 
exertions of the induftrious* Yet even in 
countries where capitals overflow, the excels 
of luxury ought to be avoided. Independent 
of the ruin which it never fiuls to entail upon 
the individuals that indulge in its excefles, it 
introduces too eager a purfuit after money^ 
and tends to the corruption of good morals* 
Sumptuary laws axe ine£Pe£):ive to repre& 
luxury. A perfect freedom in the application 
and ufe of all kinds of property, and a com- 
l^lete liberty to profit by every opportunity of 
acquiring property by productive induftry, 
are the bed means of difiufing the habit of 
laborious exertion, of drawing the fortune of 
wanton i^nd^-thrift^ to the pockets of ufeftil 
induftrious people, and of preventing proj9i« 
gate idlenefs. 

' Not contented with defending luxury, fome 

philofophers go fo far as to praife pover^. 

They regard it as the moil powerful incentive 

to profitable induftry. But it is rather the 

A A 4 dread 
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dreail of poreiiy whicli ims ihat bcMigb i^ 
lluence. The man who bends under if iddd 
of mifery has little inclination to labour. P<K 
verty deprefles ti[i6 mihd^ enervates the body, 
and deadens the energies <^ the laboiirer;^^ 
He who fees that his labour increafes bis vf^Si- 
Ibeing, returns to his talk with r^iovated ^eal. 
His enjoyments increaie with the increided 
produce of his exertions, and the greater the 
tiumber of new comftnts with which he gets 
acquainted, the more fae feels the adyatitage 
*nd the neceffity of perftivering with re- 
doubled energy in his indttftrious career. 
■ Prodi^ity and avistnce Itte two extremes 
in the confumption of comfmodities. The fw- 
*mer cbnKime^ without kn dbje£fc ; the latter 
acquires and hords without an 6bje6ti ' Eco- 
nomy is a wife, prudent cotifumption. - It 
fteers the middle road between prodigalihy 
and avarice. It is not only a moral virtue, k 
is the moft beneficial confumption, a3' it Cbfit'^ 
flantly ezertij itfelf to iHereafe the nattdnsA 
wealth. The prodigal and the njiier derive 
themfelves alike of the advantages of richeb^ 
the former by deflroying the Sources whicli 
would have enabled him permaneiitly to in- 
dulge in a moderate ihare of enjoyments, and 
even to extend them ; the latter by denying 
himfelf every rational enjoyment which thofe 

fources 



fi)«irces'affi)rd/ Thepfodi^ismarbbeiaved, 
-Oie mifer Hi^Ye htfted. Yet the mifer is more 
-efefut to l\it eoiftttiutiiQr ftt lat'ge (i> Thfe 
mifi^ l:o1>^ hiiii!felf dniy. If he aceimulates 
ca}>it2lh aiid leAds them oat, or emplojs thai 
in uiefhl und^rtakifigs, he kiereaifes the mi- 
ti<mal^e^th. Th« prodigsU aoot oidy^ridB 
ii^ thefoiu«e8ofyed«h for himfdf ; healib 
ifeprives liie eomimanityof tile advantage 
which thofe- Taurcei^ would have procured, 'if 
they bad hee^ preferved. ISvei^y i^j^epdthrift, 
who runs through his income, deprives many 
a honeft man of the reward of his labour. If 
the mifer locks up his money in a flrong cheft, 
without employing it in produ£tive undertak- 
ings, it is ftill ufed after his death. There is 
only one inftance in which the mifer does 
more harm to a nation than the prodigal, that 

(i) ** L'cxamen approfondi du genre de reprochet que m^« 
** ritent let arares feroit peut dtre tme qneftion nouvelle. Ha 
** accumulent leurs revenus aa lieu d'en £ure un emploi fa- 
«« vorable a I'induftrie. C'eft un dfiit national. Voila ce 
** qu'on dit commun&nent. Jugement fevere et prononc6 
** trop 16g6rement. Un homme quelque ayare qu.*]l foit ne 
^ bit aucun tort politique a un etat s'il pr^e fon argent, a'il 
'< le met en circulation. II n'en eft pas de m^me lorfque 
« par crainte ou par d'autres motifs on convertit en efpeces 
<< d'or ou d'argent une grande portion de fa fortune, et que 
*< Pon garde oifivement ce capital dans fes coffines; mais 
^ ces fortes de manies font fort rares. On eh eft d^toum6 
•< par ion intMt.'' Mtmuftr* de Nfcier. 

a is» 
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jSy wben he buries his gold, and his treafure » 
never difcoveied.^ Econcuny confumes no-i 
thing without a reaibnable objeft. It care- 
fully compares the expenditure with the re- 
ceipts ; it confiders prefent and future wants, 
is prepared for contingencies, and is enabled 
to perform afts of generofity. The largeft 
fortune needs the wife maxims of economy, 
tile moft eflfential of which is, never to con- 
£mie the whole annual income, but conftantly 
to ftve part of it for unforefeen occurrences. 
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CHAP- IIL 

Of the Confurnptim effi&ed Ay Nature. 

AN immenfe quantity of ufefiil produce is 
Ipoiled by nature, and rendered abfo- 
lutely ufelefi to man. It is not his life 
alone that is affiuled by an innumerably 
train of phyfical evils ^ the commodities 
which he ^ows for his food, and others, are 
liable to the lame attacks. Earthquakes, 
thunderilorms, hail, and inundations, epide«« 
mics, and the ravages of infe£ts, often prove 
definitive enemies to the labours of man ; 
whatever he can iave from their fury is a 
gain to the nation. Againft many of thefe 
calamities there is no remedy ; againft others 
individual refiftance is too feeble ; they re* 
quire the united efforts of an induftrious 
people. Holland has been fecured againft 
inundations by its djkes. 

But the confumption of nature has more 
frequently the moft beneficial effects; by 
producing more than it confumes, it fets the 
example of re-produftive confumption. And 
herie, too, human attention and care may fave 
a great deal. What a fuperfluity of feeds are 

put 
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put into the ground (k) I What a number of 
plants ilifled in their growth ! How many fruits 
are fuffered to rot on trees, for want of due dili- 
gence ! Many more ^ants, in fliort, might be 
fupplied, did man abandon lefs to t)le deftruc- 
tion of nature than is abfblutely neceflary for 
re-prodiiftibn. Every page of the book of 
nature fills us witli an awful furprife at the 
wonderful profufion and apparent wafle of 
feeds, in both the animal and vegetable creeu 
Irorii' Miffiohs and mJJlions of plantsf arc 
killed hi t)ie bud. Myriads of aconifs, kpple 
kernels, 6herry»ftones, and others that might 
have been as many trbes, periiSi^on the ground. 
It is the duty of man to leflen tliis con- 
fumption. 

{iy Dr. Richard WoithitigtOD, in hit Aiirtfi to fie 
FrB^kal Farmer t -of Gnai Britam, contaMb, that fetea 
paits.m eight of the feed fown broad-caft are thrown away ; 
and ftrenuoufly recommends fowing the com in drills, at a 
fufficient diftance from each other, to admit tht fubfequeiiK 
«fe of the hor&Jioe between them. 
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CHAP. IV. . 

Of private Con/umption. 

ALL the inhabitants df a country, without 
a fingle exception, are coniiimers : but 
all are not able to re-place the commodities 
they' coilfume by another material produce. 
Yet it may be reaibnably expected of all that 
they ihould make fome return either foon 
after their confumption or at ibme future 
time. Confumera may therefore be divided 
into productive and unprodu£live, but of the 
latter thofe only are to be called idle con* 
fumers, who afford no advantage whatever 
to the community at large. It is true that 
all who. do not produce commodities of ex- 
changeable value get of otliers what they con« 
fume : but if they return to thofe of whom 
tliey obtain their fupply, a benefit of equal 
value though it be an immaterial (mental) 
good, their confumption accompliihes the 
end of fbciety. Idle confumers on the con.> 
trary impofe a burthen proportionate to their 
number. They not only take away part of the 
income of the nation, but they alfo prevent 
the increafe of productive labourers. 

There 
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There are feven different claffes of con* 
fumers, i. The producers or growers of raw 
materials; a* The manufafturers, artifts, 
handicraftsmen, &C.9 all in fliort who fuper* 
add a value to the raw produce ; 3. The 
merchants, dealers, and perfons engaged in 
commerce and trade; 4. The performers 
of ufeful or agreeable perfonal fervices; 
5. Children, helplefi, fick, invalid, infirm or 
poor people ; 6. Idle confumers ; and 7. Indi* 
viduals living by crimes. The firft three claffes 
are the trading or acquiring claffes. They 
confift of produdlive labourers, undertakers, 
capitaliils, and land-owners. The former con* 
fume their wages, and produce in return a 
value which not only relplaces what they 
coniume and the furplus of wages they may 
iave, but alfo afford a confiderable flii^e to 
the land-owners and capitalifts, as fleeping 
partners, and to the undertakers, as a6live 
partners in their productive bufineis. Their 
confumption is generally re*produftive. It 
is reached to them in the certain hope that 
their produce will exceed the amount of 
their wages. Nothing can be more profitable 
than their confumption. None is more con- 
ducive to the happinefk of the nation, and to 
the univerfal profperity of the country. But 
their reward ought to be adequate to tlieir 

toU. 
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toil. When their wages are barely fufficient 
to provide them with a (canty fitpport, their 
powers are weakened, their ardour abates^ 
and their inclination to labour gradually 
vanilhes. l%eir produce grows lefi, and lefi 
is left for the remaining dafles of the people. 
But when with their wages they can procure, 
hourifliing food, enjoy fbme conveniencies 
with their families, lay by fo much as to be 
provided againft unforefeen accidents, or as 
to engage in time in fome little undertakings 
of their own, they become fenfible of the 
effe6t of their exertions upon the increaie of 
their property, their zeal is invigorated, and 
they obtain a two-fold produce. It is through 
them chiefly that the national wealth is in* 
creafed ; no clafi of people can have a livelier 
intereft in this increaie. The high price of 
their wages and the confequent poflibility of 
extending their confumption depend on the 
increafed demand for labour which is the 
never-failing confequence of a progreffive 
increafe of national wealth. 

Undertakers of farms and of manu&c* 
tures are alfo generally productive con- 
fumers. They re-place the value of their 
confumption by their co-operation in the 
production of comnuMlities. But when they 
confume every year their whole profit, they 

con- 
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contribute nothing to the increale of na- 
tional wealth* Undertaker^ prober only by 
ftri^ economy and vigilant fuperintendance. 
If they give them&lves up to immoderate 
enjoyments, they are diverted from their 
bufinefi, and diffipate what they might apply 
to new produ3;ive labour. They fuifer 
in their own concerns and contribute to im« 
poverifh tlie nation. When profitable under- 
takings centre in a few hands, and the few 
capitals of a country are entruiled to their ex« 
dufive management, luxury is apt to creep in; 
to increale their profits, the undertakers ofteq 
abridge the Wages of the labouring clafs who 
pine in mifery, whilil their employers 'are 
growing rich at their expence. But when 
opulence begins to be more generally difiufed, 
the number of undertakers is augmented, their 
profits grow lefs, and the wages of labour rife. 
The care, (kill, and attention of the under- 
takers mud keep pace with the progreis of 
opulence. Few can indulge living in an 
extravagant ftyle ; at leait it can no longer 
be done at the expence of the labourers ; 
it muft be fupported by the furplus of their 
profits above their neceflary confumption. 
And as tlie high price of labour tends to 
lower their profits, farmers become more 
intent upoii abridging the definitive con- 

fump* 
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fitmption of nature^ and the unneceffiuy 
confumption of fuperfluous labourers^ Both 
thefe means tend to augment their wealth 
and that of tlie nation. The clafs of under- 
takers^ as it is augmented with the increaiing 
wealth of the nation, is alfb upon the whole 
agafner by that increafe. 

X^ancUowners may confume whatever the 
lending of their property for the purpofes of 
cultivation produces to them. If the renta 
they receive are fuf&cient for their main- 
tenance, they .have no occafion to draw an 
additional income from any other fource: 
and as ir^nts rife ftrith the progrels of popula- 
tion and wealthy' which increafes the demand 
for land, jiaad-ojomers have a great intereft 
in the increafe . of national wealth. When 
they confume their rents in luxury, their 
confumption has no beneficial influence upon 
the proQ>erity of the nation ; but when part of 
then* rents is applied to the improvement of 
their eflates, or to produ6tive labour, and 
, their time is devoted to ufeful fervices to the 
nation, their confumption is doubly beneficial 
to the country* It is always extremely ad- 
vantageous, in a national point of view, for 
owners to be the farmers of their own eflates. 
More capital is befi^owed upon the improve- 
ment of the foil, production is conjfiderably 

B B increafed. 
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increafedy and the confiimption of the land- 
owners becomes ftill more beneficial to the 
country, as they help to produce, by their 
own induftry, a part of what they confume. 
It is alfo of the higheft importance to the 
nation, that the landed property of the coun* 
try be fo diftributed, that few rents be large 
enough to encpurage luxury, and that no in* 
duftrious individual be prevented from ac- 
quiring land, and improving its cultivation by 
his ikill and diligence. 

Capitaliils, if they live by their intereft, and 
perform no ufeiul labour, are idle confumers 
in themfelves. It is their property which 
helps to increaie the wealth of the nation, 
and in this reQ)e6l they are productive con- 
fumers. But they might alfo perform fome 
iifeful fervices, to render their confumption 
ftill more beneficial. Idle capitalifts could 
not be met with in a country that had reached 
the higheft poffible pitch of proQ>erity, for if 
a capitalift lives on the mere intereft of his 
money, there muft be fome individuals in- 
debted to him, and the higheft degree of 
prolperity fuppofes that no perfon is in debt, 
but that every individual carries on his bufi- 
nefe with his own capital, or that every pof- 
feflbr of capital employs it in fbmebufinefs of 
his own. When a capitalift ipends the whole 

intereft 
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intereft of his money, his capital alone is bene- 
ficial to the community: but when out of his 
intereft he accumulates a frefh capital, and 
lends it out, or employs it in productive la-^ 
hour, he affords the labourers a frefh fource 
of confumption, and increafes the national 
wealth. The land-owner is always coniliming 
his own produce, but the capitaUft confumea 
his own produce only when the undertaker 
has actually employed his capital profitably. 
Whenever his capital is confumed without 
being replaced by any other ufeful commodity 
of greater value, the intereft is paid from 
another fource, and the greater the capitals 
for which intereft is paid in this mamier, the 
more muft the remaining clafTes of inhabitants 
fumiCh towards it. The owners of fuch capi- 
tals diminifh the confumption of others by 
their own. The fault, it is true, refts left 
with the owner of the capital than with the 
debtor who borrows, and makes no profitable 
ufe of the fums borrowed. Yet the influence 
on the wealth of the nation is fatal. He wh6 
fpends a borrowed capital, brings upon him- 
felf a permanent obligation to pay the intereft 
out of another fource, which would have 
remained untouched if he had employed this 
capital profitably. Such a debt continually 
impairs his income; the capitalift, in this 
BB a inftance, 
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mftance, lives upon a part of his debtor'ii 
income, and not upon the operation of his 
topital, which, under the prefent fuppofition, 
has vanifhed. Private debts have a very 
various influence on confumptibn. When the 
debtor employs the-bortowed capital in prO^ 
du3;ive, gainful labour ^ the capitalift, in con-> 
fuming his intereft, lives on the produce of 
his capital: bpt when the capital is unfu<> 
cefiffiilly employed, or idly fpent^ the capitaliA 
lives, fbnietimes partly, and fometimes wholly 
at the expence of the debtor, and has nothing 
left to oonfume^ the moment his debtor is xiti^ 
able to pay the intereft out of any other part 
of his property* The mofiey of capitaMs 
who engage in ufeful undertakiligs is more 
fecure, being employed in productive labour. 
Tlie cftpitaliils, in this cafe, acquire in a 
double capacity, and there is n6 danger that 
the nation wiU have the intereft to pay out 
of other ftocks. The dafi of unemployed 
capitalifts is no where confiderable except 
where there are national debts^ The fecurity 
and powerful incitements to lend which na^ 
tional debts hold out, can never be rivalled 
by private individuals^ Where the opportu^^ 
nity of placing money vAUi the ftate is want<i> 
ing, capitalifts are more readily induced to 
become undertakers, and are confequently 

mor« 
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more beneficial confumers, independent of 
the important confideration, that in the latter 
inilance they preferve their capital, which in 
the hands of the ftate is, with aVeiy few 
exceptions, loft for even 

The coniumption of the fourth ciafs, or of 
the performers of perfbnal iervices, muft 
always be derived from the other produ£Hve 
clafles* Their confumption is, howevw, fuffir 
ciently compeniated if they afford the oom- 
munity any effential advantage ; and when the 
productive claffes, ftriCtly fo called, produce 
a great furplus above their confumption, the 
fliare which they muft part with to feed the 
performers of perfonal fervices does not fall 
heavy upon them. They give it with plea* 
fure, if their fervices iatisfy any of theiif 
nobler wants, or heighten their enjoyments. 
To fupply their manifold wants and increafe 
their enjoyments, is the very motive which 
impels them to produce a furplus. The per* 
formers of perfonal fervices fare the better the 
greater the demand for their fervices; and 
the nation feels lefs preflure from their con« 
fumption in proportion to its opulence. It it 
only thofe whofe fervices are ufelefi, hurtful, 
or fuperiluous, that are a burthen to the comt 
munity. They unneceflarily multiply the 
expencei^ pf the nation, and diminifh the 

B B 3 fources 
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fources of its income, by withdrawing from 
labour, hands that might be produ£tively em-» 
ployed. It is in poor countries, in particular, 
that luxuiy increafes the clafs of performers 
of perfonal fervices jn a pernicious man- 
n^n Idle fervants kept for fhow are pampered 
beyond what is due to their office, merely be« 
cauie that circumllance, too, is regarded by 
oftentation as a difplay of pomp and magnifi« 
cence* Wherever luxury is not the cdnfe. 
quence of generally difiufed wealth, all its 
devifes are calculated to rob the produ£tive 
labouring clafs. 

The confumption of children is unproduc- 
tive as long as they cannot earn any thing. 
The fboner they can be taught to do fb 
without prejudice to the nobler purpofes of 
life, the better it is for the community at 
large. 

The confumption of the helplefs muft be 
provided for from the income of others. 
Where moil families are opulent it is eafily 
fupplied. When the wealth of a nation is 
increafing, few are reduced to abfblute po« 
yerty; a maintenance is readily gained by 
labour; and moft individuals may arrive at a 
competency if they chufe. Wherever men 
who can labour are reduced to poverty for 
want of employment, national wealth is on 

the 
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the decreafe, unle& the circumftance proceeds 
from a fudden revolution in the foreign mar- 
kets, or from injurious reilridUons of trade at 
home. The nation muit either provide labour 
for the poor or feed them. ITie mofl perni- 
cious way to maintain them is that of aUowiug 
them to beg their bread (/)• Beggary is an evil 
generally deducible from a bad police ; when 
it proceeds from the gradual decay of the 
nation, it hardly admits of a radical cure« 
The confumption of the. poor is a progreffive 
one; it is a dangerous whirlpool, that draws 
more and more families into the gulph of 
beggary; it continually increafes the number 
of commodities that are confumed in vain. 
Its mifchievous confequences ta fociety are 
obvious. 

The clafs of idlers is compofed of all who 
do nothing ufeful. They muft live on the 
produce of others, but their influence upon 
the progprefs of national wealth varies accords 
ing to the fources of their income. Idle 
land-owners, and capitalifts deriving their 
intereft from produftively employed capital, 
who confume only their annual income, do 
not impoverifli the nation. But their indivi- 
dual perfons are ufelefs ; their property would 

(/) There is unkindnefs as well as impolicy in iodifcrimi- 
pate alms-giving. See Giipln^s Dialogues. 

B B 4 be 
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be pioduftive without them. The clafi of 
idlers, nearly a-kin to beggars in their mifl 
chievous tendency, is that of thole impoftors^ 
who unbluihingly avail themielves of the 
weaknefs and credulity of the lower orders, 
to aliment their fuperi^tion and bigotry, by 
idle pretenlions to fuperior fan€tity ; to amufe 
them with juggling tricks and taftelefs, inde- 
cent paflimes ; and to cure every bodily pain 
and infirmity with dangerous noftrums« The 
fmaller the number of fanatic priefts, mounte- 
banks, and quacks, the greater the happinefs 
of a nation. 

Unfortunately there is alfo, in almoft every 
country, a fet oilmen who live by crimes, and 
forcibly take, fecretl^ deal, or artfully obtain 
by fwindling, what they confume. The ex- 
tent of the depradations committed in opulent 
nations (?n) by highway-men, houie-breakers, 
pickpockets, fortune tellers, gamblers by pro- 
feffion, iharperS| and petty-fogging attornies, 
is incredible. 

(m ) See an alarming catalogue of perfons who are fuppofed 
to fupport themfelves in and near London, by porfuits either 
criminal^ illegal^ or immoral, amounting to i i5fCXX>, in the 
JntroduQion to Coiqiuoun'4 Treaiiji om the PoRce of Londoth 
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CHAR V. 

Of public Con/umption. 

THE community at large has many wants 
which muft be fupplied by a proportionate 
Ihare taken from the commodities of all indi* 
vidual members. Such wants are called public 
wants, and whatever they abforb of the na- 
tional income is called the public confump- 
tion. Befides the parcels of land which mull 
be excluded from private property for roads, 
walks, harbours, public buildings, &c. many 
perfonal fervices are required, either for the 
benefit of the whole community, or for the 
advantage of particular provinces and places. 
To direft thefe public concerns, and to regu- 
late the contributions of each individual mem- 
ber towards the expences which they incur, 
a government is neceflary. Its eilabliihment 
and fupport conftitute* the firft and moll 
effential of public wants. The ends which 
it is to promote cannot be attained without 
an adequate revenue. This mull be provided 
out of the national income, and is of courfe 
fo much loll to the nation. Whether part of 
the foil be devoted to that fpecial purpofe, 

whether 
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whether every individual member applies an- 
nually a portion of his private income to that 
obje6l, or whether every one performs in 
turn fome public fervice, the nation is always 
deprived of the benefit of that foil, income, 
or fervice. The public revenue is confumed 
by fupplying the public wants, in the fame 
way as a private individual confumes his in« 
come by fupplying his own. The ialaries of 
the public functionaries afford the means of 
confuming: but they are drawn from the 
community. How far the public confumption 
is a proper one, is determined by the benefit 
which it procures to the community at large. 
But whatever may be the extent of thefe 
benefits, the nation fares the better the fmaller 
the expence at which they are obtained. It 
then enjoys thofe benefits, and whatever their 
attainment cofi:s lefs into the bargain. Public 
confumption mull therefore be judged by the 
fame rules as private confumption. What is 
prodigality in thm latter, is not lefs fo in the 
former. Economy is neceffary, and a virtue, 
in both. It is the fame in public and private 
concerns. There is but one economy, as 
there is but one probity. Economy in the 
adminiilration of the public refources of a 
coimtry is in fa6l; of far higher importance 
than in the management pf private concerns. 

Prodigality 
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Prodigality in public confumption is nearly al- 
lied to robbery ; it infringes upon the property 
of every individual member of the nation. 
The firft principle of a good government ought 
to be never to authorife any confumption that 
is Jipt neceflarily required for the attainment 
of the proper objedis of the ilate ; the fecond, 
not to convert any other objects into public 
ones but fuch as are for the real benefit and 
intereft of the nation ; and the third, to attain 
^very public object at the fmalleft expence 
poflible. 

The principal obje6l to be attained by means 
of the contributions of the community at 
large, is the fupport of government. A fu- 
preme power to fuperintend and to direct the 
affiurs of the ftate, is of abfolute neceffity. It 
' organizes the different inflitutions calculated 
for the internal and external &fety of the na- 
tion, of which the civil and military adminiilra-i 
tion of the country are the moil eflential : 
but religion, public iniliii£tioil, the mainte- 
nance of the helplefs and poor are alfb gene- 
rally confidered as public concerns. 

A decent and liberal provifion for the fu-i 
preme head of the ftate is one of the moil in- 
difpenfable expences of the nation. But 
whether the reverence due to that head be 
more promoted by vain pomp and magni- 
ficence. 
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ficence, than by unoflentatious grandeur 
which cofts little, and is itfelf an example of 
wife economy, it is not difficult to decide. 

The idle fplendour of courts increafes the 
burthens of the nation without any utility, 
and though it prefles lefi hard upon a ^h 
than upon a poor country, it yet appears 
equally reprehenfible in both. 

The civil adminiflration, which comprifes 
the adminiflration of juftice, the management 
of the foreign affitirs of the country, and of its 
internal concerns, and the fuperintendance of 
the public revenue, requires a number of in- 
dividuals that mud be maintaiiled. All public 
fun6tionaries ought to be liberally paid, that 
they may devote all their time to the confci* 
entious difcharge of their duty, and be above 
corruption and fraud. The bed maxim of the 
ftate is to demand much of its officers : but to 
pay them well. A few clever and a£live fer- 
vants perform more than many indiffisrent 
ones, liberal fidaries are therefore perfe£tly 
confident with economy, if they be given to 
thofe who de&rve them. It is not the intered 
of a nation to accept of the fervices of thofe 
who make a parade of facrificing their (alary, 
particularly if there be any power connected 
with their functions. True merit is always 
deferving of its reward, and will rarely refufa 

tho 
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the recompence to which it knotws its fenrices 
to be entitled. There ought to be fiiU 
eiiq>loyment for every public fundionary, tod 
no new office created without an abfolute 
nec^ffity. Offices connected with any pom* 
pous ceremonial or empty formalities ought 
to enjoy the finalleft ialaries. There are in 
every nation, weak and oftentatious men that 
will prefs iPorwdrd to fill fuch offices* 

The military adminillration of a country i9 
become an object of the higheil importance 
ever fince the progrefs of civilization has ren> 
dered it neceflary to make its defence a par- 
ticular ^rofeffion, or to keep (landing armies. 
Hunters, fhepherds, and even huibandmen, 
may defend their country, but manufa^ures, 
t^ommerce, and the arts, require that a parti- 
cular fet of men fliould carry on the trade of 
warv This trade is rendered more expenfive 
by the preparations which it requires, even in 
times of peace, and its annual confiimption is 
always confiderable. But it would be dill 
more confiderable without a fl^nding iuiny(n). 

Eveiy 

(if) Observe tlus little republicj where each dtizen is^ as it 
were, all, becaufe the ftate is nothing ; where, at one moment^ 
lie afiumes the gown, and at another his military armour. 
A (hallow politidao^ an incapable judge, and an undifdplmed 
foldieri continuallyy eitheir a prey to fa&ion, or espofed to 
th« ^ge of "war ; whereas sin extenfiye fociety, in which in« 

dividuals 
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Every member of the community would be 
obliged to carry arms; in the event of a 
hoftile attack, all trades would be at a (land, 
and an immenfe (hare of national wealth 
would be deftroyed in every war. The pub- 
lic confumption of the army may be dimit 
nifhed in times of peace, not only by the re- 
du6tion of the numbers of fighting men, but 



ividuals aire united to each other by the fame kws and the 
lame intereftsy derives its peaceful fituation from the prudent 
diviiion of its labours* In fuch a fociety, the foldier is not 
engaged in pleading the caufe of the opprefled» nor the ma- 
giftrate in defending the ramparts. The labourer purfues 
unmolefted the cultivation of his ground, and the warrior 
repels the invaders of the country. In fuch a fociety, peace 
wears a hundred additional charms, and war lofes a hundred 
of its horrors. Whilft France was engaged in the wars of 
1733, ^74'> *^ '757t wo more than the hundredth part of 
her inhabitants were, at any time, (harers in the* danger. 
Eztenfive provinces enjoyed a calm ferenityt and even millions 
of labourers knew not in what^part of the world the armies 
were engaged. To thefe advantages, we may add that 
fweetnefs of manners, and thofe comforts of life, which a 
nation can fcarcely retain, but by the means of regular 
troops, that is to fay, thofe reprefentatives of the nation who 
are elitrufted.with the care of condu6ling the war. What 
muit have been the deftiny of men who paifed their whole 
lives as if every day had been the eve of a battle ! The 
cuftom of maintaining a ftanding army became the only 
remedy again ft this inconvenience. Majores noftri Bella gep* 
runtf noi trthuta depend'tmut ne Bella patiamur* De CbauUur^ 
EJfalfur la Finciie fubllque. Tome I. Cbaf. IV. 

I alfo 
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jdfo by turning them to public employments^ 
fuch as the i^epairing and making of high^^ 
ways, digging canals, &c. War confumes 
not only the expences of the army ; but the 
gain which it preventsi whatever is unneceffa- 
rily wafted and deftroyed, and its fatal moral 
confequences, muft alfo be placed to its ac-» 
count. 

No obje6l can be of higher intereft to every 
individual member of the community, than 
the acquifition of knowledge. We are in per- 
petual contact with the three kingdoms of 
nature. Our food, our clothes, our dwellings, 
every commodity we ufe muft be made ac- 
cording to certain laws and rules. The more 
thefe laws are underftood, the more are the 
accommodations of life improved. The in- 
fluence of knowledge in meliorating the con- 
dition of fociety conftitutes its acquifition a 
public objeft. Weire the operation of indi- 
vidual intereft a fufficient incitement to ac- 
quire and to difTeminate knowledge, there 
would be no occafion to make it a public con- 
cern: but fcienee feldom procures its poffef- 
fors advantages equal to thofe which it con* 
fers on the community, becaufe thefe advanii 
tages Ihow themfelves only after the lapfe of 
years, nay, after the lapfe of ages. No nation, 
however, ought to lofe fight of the benefits 
that may accrue, to pofterity. Academies, 

learned 
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learned focieties^ utiverfities, tod other fimilar 
eftablifhments, are ufeful to treafure up the 
knowledge previoufly acquired, to propagate 
Iciences, to extend the fields of difcovery, to 
prepare proper inftru^rs for the lifing gene- 
ration^ and to render the candidates for high 
adminiftrative fun6tions competent to the 
difcharge of thofe important offices. How» 
far the univerfities of fome countries may he 
deficient in their plans of ftudy to accompliih 
the& views, it is not the province of political 
economy to inquire: but it may lament its 
being frequently excluded from the catalogue 
of fciences taught in thofe learned feminaries^^ 
The majority of the members of a commu- 
nity being feldom fufficiently opulent to make 
any (aerified in favour of inflru6i;ion, it ap** 
pears Very proper that government fhould 
come to their affiilance to extend its benefitr 
To enable every individual of the nation tor 
grow wifer, more enlightened and better in- 
formed mull be a public obje3;, until the ad-^ 
vantage of knowledge be fo generally felt^ 
that every parent confiders it as his firil 
duty to infure its communication to hid 
offipring (())• 

Every 

(o) Profeffor DaniXil, of Hamburgh, propofed (ota& 
years ago, an infurance office for the education of youih^ into 
which piarents might pay a certain fom amiuaJly, from the 
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Every civilized nation has been defirous of 
diffiifing religious principles by means of a 
public ^orfbip fupported by public expences^ 
under the idea that religion inculcates the 
beft principles to diredb abd controul the 
a3:ions of men. If this worfliip does not eva- 
porate in mere rites and ceremonies, if the 
tenets which the public teachers of religion 
promulgate and enforce, tend to enlighteii 
the mind^ and to improve the heacrt, there can 



buth of a child» on condition of recemng in retufn, ekda- 
fively» for the chfld^B education, fron) .^e time at vAach. it 
(hould attain a particular age, a regular allo\c:ance {or a fu£- 
ficient number of years to complete a proper education. 
' The child dying would at any time leave its right, not to the 
parents, but to the fimd* Thexe might be deferent dafiesof 
contributions and allowances for learned or profeffional, mer- 
cantile, agricultural, and Common or general education. The 
advantages of this plan^ as it has not been tried, are merely 
pt-ofpe^ve. Mr. Lancqfier^ by. his improvements m tiw 
common methods of teaching, which not only econpnd^f 
time, but exevt the moft beneficial influence upon the happi-/ 
oefs of thoufanda of innocent beings, whom they refcue fr^ 
pedantic gloom and feverity, has conferred a more imir * 
benefit upon the world at large. His excenentpl«rj^!"J ^ 
reach beyond the Ihores of the Britiih empire^ A board fA 
education has been appointed in Ireland, cow: ^rr^^^ 
charaaer, talents, rank, fortune, and pop^^^* '^"^^ ^^ 
to inquire into the Hate of the foho^ •*« ^'^^'^ f ^ *^ 
eftablilh a good fyftem of educatio- ^^ ^ ^^"^ ^'^*^ ®^ 
ihe people* 

c c be 
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be little doubt but that a religious eftablifh- 
ment is entitled to be coofidered aft a public 
objeft; yet the expences which it entails on 
tile country need never be very confideraUe» 
Thofe who preach moderaticm and teni- 
sperance ot:^t to live on moderate incomes. 

The hel|4e& imd poor have an undoubted 
daim upon the affiflance of fociety, if their 
misfortniies be a confequence of the ibcial 
eompaft. That every member of the com« 
munity be fecured againfl the feverities of 
fate, that none be left to perifli for want, that 
none at lead be ever deprived of the abfolute 
nec^&ries of life, if he be diiabled from earn- 
ing his maintenance, mull have been the con* 
ditions on which alone the introdu^on of 
private property could receive the univerial 
aflent. Though much may be left to private 
benevolence, it yet appears a proper public 
object to eftidiilifh at the expenc6 of all, a 
.cheft out of which the neceffities of indi- 

hials may be fupplied in time of need (jiy 

•J''^^ »~* %ncntt of t fc^ 

Mr. B«tli«m decider^ ^^^rf, legal .ffeffinett, on 9^ 

€Ounto£thtmceruktf,,.^^p^ 

tary contributions* 

4 He 
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The iupport of the neceffitous may, in (bme 
degree, be confidered as a debt due from the 
rich to the poor, on account of the inade- 
quacy of their wages to enable them to be 
prepared for unfortunate accidents. A legal 
afleiBnent is, in fa6l, an apology for low 
wages. But the ftate ought merely to keep 
the unfortunate alive, and prevent the mifii 
chievous idea getting abroad, that they may 
do without labour, and be equally well fed by 
their parifh. A iyftem of charitable inftitu- 
tions, which provides' for the poor better than 
they can provide for themfelves with the earn- 
ings of their induftry, is highly injurious to a 
country. 

But all public objedls need not to be under 
the immediate adminiilratioh of government* 
The management of fome of them rhay be 
entrufled to the corporate bodies of towns, 
pariihes, or any private community which it 
may more particularly concern, fuch as the 
making of high roads, public walks, canals, 
bridges, erecting churches and public build- 
ings, &c. Every private community is beft 
acquainted with its wants, and the means 
moll adequate to fupply themj it eafily finds 
among its members, perfons to whom their 
concerns may fafely be trulled, and who can 
beft watch the employment of the pubb'c 
c c 2 money. 
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money. The internal police of towns and 
villages, the maintenance of their fchools, 
churches, and charitable foundations, are befl^ 
in the hands of every private communily, 
under the general iiiperintendance of govern* 
ment: but the application of the public re- 
venue ought to be exdufively left to the 
fuperior officers of the ftate, with whom it 
muft be an inviolable principle to draw as 
little as poffible to their general adminiflra^ 
tion, and to leave local concerns to thofe who 
can manage them beiU The lefi compli* 
cated the machine of government is, the 
eafier is its fuperintendance ; its expences are 
alio leflened in proportion to its greater 
utility* 



CHAR 
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CHAP. VI. 

Of the Sources of public Con/umption^ 

THE mode of coIleSting the public re- 
venue is fufceptible of great variety. 
Lands may have been originally afligned to 
defray the public expences with their pro- 
duce ; government may exclufively carry on 
certain trades, to apply the profits of the fame 
to public obje6ls; the nation may provide 
government with the means of fupplying 
every public want as it occurs, every indivi- 
dual member contributing in proportion to 
his income. It may alfb be left to the option 
of every member to pay his contribution in 
natural and artificial productions, and in per- 
fonal fervices, or in money. 

That government is neither a good land- 
owner nor a good tradefman, has been luffici- 
cntly Ihown above, [b. ii. ch. ix.] The ftate 
confumes more than is neceflary, when it col- 
lets its revenue by means of demefnes and roy- 
alties. To lend capitals out upon intereil to de- 
fray the public expences, is for great fl:atesafee- 
ble refource, and for all a dangerous one. The 
Swifs Cantons have loll large fums in France, 
c c 3 Ac- 
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According to Staman^ at that time Britifli En- 
voy at Berne, that canton, in the beginning of 
the eighteenth century, had not lefs than 
309,000!. fterling in the Engliih funds. To 
fupply the public wants by contributions in kind 
and perfonal fervices, is ftill worfe than by de- 
mefiies and royalties. Contributions in kind 
are equally troublefome in their collection, 
prefervation, and diilribution. Government 
receives lefs than the contributor fumiihes. 
Much is deilroyed, and much remains in the 
hands of the receivers or collectors. They 
are not lefs burthenfome to the contributors, 
becaufe the latter are expofed to the cavils of 
the tax-gatherer, and generally forced to eon- 
tribute more than what actually goes to the 
flate. Perfonal fervices are ftill more injurious. 
They not only have all the difadv^ntages 
connected with contributions in kind, but 
they alfo diminifh alike the wealth of the con* 
tributors and that of the nation, by rendering 
the flothfulnefs with which they are performed 
habitual in the private occupations of the in- 
dividuals, keeping them in a fort of flavifh 
dependence, and confuming more than is ne-> 
ceflary to accompliili their purpofe. It is only 
in countries void of induftry, where opportu- 
nities of earning any thing by labour are 
wanting, and where the ufe of money and its 

fuperior 
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fuperior advantages are ftill unknown, that 
centiibutions in kind and-perfonal fervices 
foT the benefit of the (late may be allowable. 
But wherever money is known, and wherever 
labour has an exchangeable value^ the public 
wants are bed fupplied by proportionate con- 
tributions in money. They anfwer the end 
for* which they are intended moft completely, 
becaufe there is no poflibiUty of giving left 
than is demanded; they do not reftriS: govern- 
ment with regard to the ufe they may foe ap- 
plied to, which is always the cafe in contribu- 
tions in kind and perfonal fervices ; they in- 
fringe neither upon the perfonal freedom nor 
upon the particular property of the contri- 
butors; and provided they be properly levied 
and applied, they rather tend to encourage 
thau to deftroy induflry. But whether paid 
in kind, in perfonal fervices, or in money, 
taxes are always a burthen to a nation ; they 
are confumed by the ftate and loft to the indi- 
viduals who pay them, and to the nation at 
large. 

Some political philofophers have fuppofed 
that taxes paid in money are noways burthen- 
fome to the people, becaufe they receive the 
money back again from the ftate. But the 
money is returned to thofe only who fumifli a 
freih confideration or value for it. They are 
c c 4 firft 
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firil obliged to part with a valuable commo* 
dity in order to get the money which they pay 
as a taxy and then they are obliged to part 
with another valuable commodity to get the 
motley back again. The ftate receives the 
money of the fnhjeGt for nothing : but it does 
not give it away again for nothing. 

Others have gone lb far as to fuppofe that 
taxes are means of increafing the national 
wealth. They lay, ** If people are obliged 
** to pay taxes, they muft exert themfelves 
^^ and increafe their induflry to be enabled to 
*^ pay them." But this induftrious exertion is 
unavailing ; they muft part with its produce for 
nothing. Induftry enriches a nation only 
when its produce increafes its ftock of .com-* 
modities. The valuable commodity produced 
in confequence of the tax goes to the public 
fun£lionaries : but if they be ufelefelyfed, it 
would be far more advantageous to the nation 
that they fhould be forced to earn their main* 
tenance by produ6tive labour, than that others 
fliould be put to the bard talk of labouring for 
them. No individual is fond of labouring for 
others. Taxes therefore are but a poor in- 
citement to induftry ; and in this inftance, as 
in fo many others, the effeft has been miftaken 
for tne caule. The inhabitants of a flouriftt* 
ing country do not grow rich becaufe they 

pay 
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pay heavy taxes : they are able to pay heavy 
taxes becaufe they are rich. That taxes may 
invigorate the induftry of a country, is true; 
this is indeed their conftant effect in well go^ 
vemed ftates. They are employed for the 
public fafety, and applied to none but really 
public obje6l8, which, as they afford liberty, 
proteftion, and fecurity, are eifential condi^ 
tions on which nations are enabled to advance 
on the road to proiperity. Still it is not the 
load of taxes that enriches, it is the import- 
ance of the ends attained by their ufeful ap- 
plication. If the attendant expences could 
be lefiened, the nation would be richer and 
happier. Befides the advantages derived from 
the goodneis of its public inftitutions, it would 
convert into new fburces of wealth and enjoy- 
ment whatever fums a truly economical ad- 
miniflration of the public revenue could leave 
in the pockets of the people. A nation fufters 
doubly when its taxes are moftly ipent in fo- 
reign countries, and not retiunned to thofe 
who out of their means formed, as it were, a 
rich cuftomer, that difappoints their ipecula- 
tion by fpending his money abroad. Even the 
lofi of a private rich cuftomer is felt by a na- 
tion in feveral of its ramifications. That fyC 
tem of taxation is every where the befl which 
collects the fmalleft poffible fum for the attain- . 

ment 
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ment of public obje^s at the finallelt poffible 
expence, and in a manner which reflridts nei- 
ther the peribnal liberty nor the property of 
the iubje^i; and that adminiflxation is the 
wifefl which applies the public revenue with 
the ftrifileft economy to thofe public objedls 
only that are acknowledged neceflary and ufe- 
ful, or genuine public obje6ls. 

If a flate be involved in wars or expofed to 
other great misfortunes, its ordinary annual 
revenue proves infufficient} it is obliged to 
have recourfe to a treafure previoufly accu-* 
mulatedfor extraordinary occafions, to an in- 
creafe of taxes, or to loans. Every one of 
thefe refources renders the public confump-i 
tion more confiderable. 

A treafure may be accumulated by levying 
a fomewhat larger amount of taxes than the 
current neceffities of the ftate require, and 
coniigning every year's furplus to the public 
exchequer. This increafes the public con<> 
fumption by the whole furplus produce of 
taxes which goes to the exchequer ; the mo* 
ney depofited is vrithdrawn from circulation, 
and the nation lofes all the benefits that might 
have been derived from the productive em- 
ployment of that capital during »the time that 
the treafure is left untouched. However, if the 
nation be fo opulent that the prefliure of fome- 
what 
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what heavier taxes be not felt, or if they ab* 
forb only a moderate fliare of its annual pro- 
fits ; if l^e treafure be accumulated gradually, 
to as to occafion little obflru6lion to circular 
tion, the amaffing of a public treafiire, though 
ftill oppreffive to the nation, offers yet one 
important political advantage: the nation may 
appear in arms, and begin a war quicker than 
any other, and carry it on, at leaft for a time, 
without any embarraflment, and at a lefi ex« 
pence; the levying of additional taxes is 
avoided, at a moment when tlie nation has to 
ftruggle vnth other evils, fuppofing even that 
from its favourable fituation it we^re perfedlly 
iafe againfl immediate hoilile aggreffions; 
and if debts mull be incurred, the credit of 
the Hate (lands high. This fingle advantage, 
which prefuppofes, befides, a dangerous pro» 
penfity to warlike meafures, and which is only 
calculated to fave a greater evil under a cer-i 
tain preffure of circumilances, can never be 
confidered as capable of balancing the perma«i 
ijent injury done to the nation by thfe accu-. 
mulation of a public treafure. Loans mufl, 
after all, be reforted to when the treafure is 
exhaufted. 

By opening a public loan the date contra6ls 
a debt. The capital borrowed is generally 
confumed, its value of courfe completely loft, 

and 
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and the nation muft pay the intereft until it 
repays the capital. When a capital is embark- 
ed in produfikive em|)loyment, the borrower 
reproduces the capital, and along with it the 
intereft and a profit for himfelf } he repays 
the capital and intereft, as it were, with the 
identical capital borrowed: but when the ftate 
borrows, the total value of the capital is con- 
filmed ; government is unable to pay either 
capital or intereft out of the capital bor- 
rowed; both mufi be drawn from another 
fource, namely, from the remaining property 
of the nation. 

Some political philofophers are ftill harbour- 
ing the ftrange opinion that national debts 
are not injurious to the wealth of a nation ; 
nay, others go fo far as to confider them as 
component parts of the national wealth. They 
fay : " When individual members of the na- 
** tion lend a capital, they themfelves enjoy 
<^ the intereft of that capital. The whole ca- 
<< pital is Q)ent among the people ; one part 
** of them pays the intereft, another (tlie 
<* ftockholders) receive it. The nation is not 
^* grown poorer, it has the fame capital and 
^< the fame income ftill. The ftate paper re- 
*^ prefents the capital, and may be ufed as 
«^ ready money. It has the lame effe6t** 

Neither 
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Neither of thefe aflertions can be ferioufly 
maintaiixecL The creditor, it is true, gets 
his intereft, but not from the produce of his 
capital, he gets it out of the produce of 
the capitals of others, from whom the ftate 
is forced to colledt it« Though the ftate^ 
paper be worth fbmething as long as the 
credit of the ftate lafts, and may even be 
productive of fome good by increaiing the 
mediums of pa}Tnent, yet what is become of 
the capital which it reprefents ? That capital 
is goile, and can never be re-placed but by 
another frelh capital. Had the capital been 
lent to promote fome ufeful produ3ive 
undertaking, it would ftill be in exiftence^ 
and the acknowledgment of the undertaker 
along with it. In the cafe of national debts 
the acknowledgment only exifts," the capital 
vanilhes. 'That the natjpnal acknowledgment 
of a debt is more e;fie£tive in circulation than 
a private afcknowledgment, is true, and it 
is undoubtedly an advantage, but that ad* 
vantage is due to the folvency of the reft of 
the nation. Afk Holland what is become of 
the capitals reprefented by her national debts ^ 
they are reduced to one-third of whjit they 
vere before its annexation to France, or the 
intexeft is reduced at once from three to on^ 
per xenjt. If it be faid that, in countriea 

over^ 
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overflowing with capital, the money lent to 
the nation is not withdrawn from pro- 
du6tive employment ; that it would lay idle 
or be confumed by its owners : it may] be an- 
fwered, that the nation wonld be more 
benefitted by enjoying its capitals, than by 
wafting them in warlike enterprizes, and 
that, in that cafe, the nation would not be 
burthened with the payment of a permanent 
intereft. Every public loan has the pernicious 
effe& of withdrawing capital from pro- 
dufiHve labour or enjoyment, to devote it to 
public confumption, and of preventing ail 
the profits which might have been made, and 
all the enjoyments which might have been 
procured with that capital. Capitalifts, when 
they lend their money to undertakers and 
receive the intereft from their a6):ual produce 
of theii* property, aie produ6live members 
of the nation ; when they lend to the ftate, 
they become unproduftive members; they 
then live upon the produce of other people's 
property. Public loans are a public con- 
fumption, and ftate-papers are no component 
parts of national wealth. The acknowledge- 
ment of a debt due by the nation, gives to 
one part of the nation (the creditors of the. 
Hate) a claim upon the property of the othet 
part : but this claim has no fblid foundation. 

The 
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TThe trade with flocks produces nothinjg to 
the nation, and becomes highly injurious 
when it degenerates into gambling fpecula- 
tions (agiotage). It efFe6ts nothing but an 
exchange of ftate creditors, or a transfer of 
flocks from one hand to the other, without 
the leafl addition to their real value. When 
the buyers and fellers are merely watching 
the frequent accidental rifing and finking of 
the flock, thefe gambling fpeculations attract. 
a confiderable capital, and render it unpro- 
dudlive. Every individual gain in ftock- 
jobbing, as in any other game of chance, 
is a lofs to another individual member of the 
community. The flock-jobber gains notliing 
through the produ6live powers of his capital ; 
what he gains is lofl* by lefs fkiliul, or more 
unfortunate gamblers. 

But though national debts be always an 
evil, they yet are frequently an unavoidable 
.evil ; and of all the means the ilate can 
refort-to in cafe of need, they certainly are 
the befl. A public loan raifes the fum wanted 
at once, and the nation re-pajrs it biit gra- 
dually. If the flate be certain to fupply its 
pecuniary wants at the ufual rate of intereft,. 
public loans are undoubtedly preferable to 
accumulating a treafure ; they do not with- 
draw money from circulation for a long time, 

and 
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and the care of amaffing is left to the fubje£fc, 
of whom the ftate borrows its money in an 
emergency. But though the expediency of 
public loans be admitted, it muft, however; 
not be fuppofed that the wealth of the nation 
is increafed) or not injured by the expedient. 
Whoever borows a capital for the purpofe of 
confuming it, and not to employ it in pro* 
du6tive labour, does always unavoidably 
dlminiih his property. 

There are (Afferent methods of railing 
money by public loans. The ftate either 
engages to repay the capital at a certain time, 
or in certain portions ^ or it referves to itfelf 
the right of keeping the capital at its own 
option, in which caie it infures a permanent 
intereft to the creditor. The firft method 
varies according to the mode of raifing the 
money, according to the fecurity, and ac- 
cording to the re-payment. It is not often, 
that the -ftate borrows upon pledges or mort-^ 
gages of land, it more frequently gives Ex- 
chequer bills or paper money in payment for 
its wants, and engages to redeem them at its 
option at the period of peace, or at any other 
time with or without intereft. If fuch paper 
finks in credit, public functionaries paid with 
it are great fufferers, and the ftate itfelf cannot 
fupport it long. In this cafe a public loan 

would 
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would have been* far preferable ; were the 
intereft of the loan dedu6fced from the 
falaries of public fun6tionaries9 they would 
fuffer lefi than from a depreciation of fuch 
Itate paper. Sometimes the ftate repays part 
of the capital along with the annual intereft, 
or it enters into a fort of gambling contra^ 
. with the public creditors, and engages to give 
every one of them a higher rate of intereft 
as long as he lives, provided they all re- 
nounce their claims upon their reQ>e6i;ive 
capitals ; in this cafe the creditor profits by a 
long life and the ftate by the untimely death 
of its creditors ; or it grants to a limited 
number of creditors the ufual rate of intereft, 
and pays the whole amount of this intereft in 
fuU as long as there is a fingie member of 
the fociety that lent the money living, fb 
that the laft furviving creditor enjoys the 
intereft of all thofe that are dead, and the 
debt itfelf becomes extin3; at his deceafe. 
The former way of raifing money is by life- 
annuities, the latter by a tontine. Some- 
times the ftate borrows by anticipations, it 
takes the amount of certain duties which 
it has to receive, in advance, and applies 
the taxes to the re-payment of both capital 
and intereft; or it fells its claim to certain 
permanent taxes, as was done in Saigland by 
D D the 
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the late William Pitt with the hind-tax. The 
mod profitable method, however, is that 
which is now almoft generally adopted. It 
infures a permanent intereft, and leaves the 
re-payment of the capital to the option of 
the ftate. It is called the funding fyftem, 
becaufe a fund is affigned for the pajrment of 
the intereil. If there be alfo a fund affigned 
for the repayment of the debt itfelf, the latter 
is called a finking fund. In this fyftem the 
tax affigned pays the intereft only : but to 
provide at the fame time for the re-payment 
of the capital, this tax is laid on a little higher, 
and the overplus of its produce is deftined 
for the gradual extin3;ion of the debt. This 
iurplus, namely, is increafed from year to 
year, by the addition of the intereil which is 
faved of that part of the cs^ital that has 
actually been paid, by re-purchafing fome of 
the flock. If this fyflem has not yet been 
able to reduce the national debt in the 
country where it had been religioufly adhered 
to, till 1811, it has at leaA enabled that 
country to borrow with more facility. 

Other methods have been tried with various 
fucceis. ScHne ftates have even gone fo far 
as to force the rich to lend them their money; 
Aich loans are juflly flyled forced loans. 
Others have inticed the. money out of thQ 

pockets 
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pockets of the fubjeft by means of lotteries, 
and paid the prizes with ftate paper. The 
particular inveftigation of the different fyf- 
tems of raifing loans for the ftate, belongs to 
financial fcience. It may, however, be 
obferved, that forced loans are much more 
prejudicial to a nation than voluntary ones. 
TTiey drive the rich from the country, or pre- 
vent their employing their mopey, and with- 
draw from productive labour fuch capitals as 
would have been moft productive. They im- 
pair the productive powers much more than 
voluntary loans which are contracted merely 
from views of private interefL State lotteries 
invite the people in a mafs to gamble, and 
ftiile the inclination to labour by holding out 
deceitful hopes and betraying into idlenefs 
the few adventurers who chance to be gainers. 
It is rare that prizes in a lottery are properly 
applied. Life-annuities and tontines, by en- 
abling thofe who would have been obliged to 
work for a maintenance to fubfift at the ex- 
pence of the prefent and fucceeding gene- 
rations, encourage idlenefs and prodigality. 
The annuitants live on the taxes paid by the 
people, and rob their pofterity of the capitals 
they had a right to expeCt of them. They 
weaken domeftic affections; they diminifli 
the*pational wealth by the total amount of the 
p D 2 * capitals 
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capitals they fink and their eventual produce. 
Every public creditor in fliort lives at tiie 
expence of the nation. Were it not for* 
public loans or national debts in general, 
capitalifts would be obliged to embark their 
money in ufeful produ3;ive undertakings. 
The undertakers would pay the intereft out 
of their profits, and live comfortably on the 
produce of the capital. The fupport or 
maintenance of the capitalifi:s, far from being 
burthenfome, would be beneficial to the 
people. Many capitalifts would be forced 
to engage in produdtive enterprizes; they 
would improve the foil of their eflates, cul- 
tivate wafl^e lands, and help to increafe the 
wealth of the nation, whilil the facility to 
place their money in the ftocks invites them 
to idlenefs and luxury, and prevents for ever 
the ufeful efie^ts of their capitals. 

When a date is unable to perform its 
pecuniary engagements, it difguifes its fitua* 
tion by paying the national creditor in paper 
or coin, worth lefs than that which had been 
lent to the nation, or by arbitrarily lowering 
the intereft. A total failure would caufe a 
violent commotion : but if it be gradually 
prepared, it perhaps would not operate fi> 
fatally upon the national prol|>erity at large^ 
as it appears at firlt fight. No real capital 

would 
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would be loft^ that is gone long fince^ and it 
can never be repaid but out of the property 
of the nation. The fums raifed to defray the 
annual intereft would be employed in pro« 
du6tive undertakings, initead of being, paid 
to idle ftockholders ; thefe would beforcfsd to 
return to the labouring clafs, and to produce 
commodities of real value, and as there would 
be no longer any inducement to withhold 
capitals from productive trades, capitals would 
flow into ufeful channels. That fuch a 
meafure mud be deprecated as highly unjuft 
to the ftate creditor, is evident. The flock- 
holders, and mod of thofe who derive their 
fupport from them, would be cruel fufferers, 
and it is impoflible to calculate the individual 
calamities and inconveniencies which would 
extend to every ramification of the higher 
and middle ranks: but it appears that the 
majority of the nation would be confiderably 
benefitted by the non-payment of thofe fums 
which are now paid to the ftockholders ex-» 
clufively. The confideration tliat fuch a 
meafure would be deftruftive of the public 
credit of the nation can have no weight, as 
it would be the height of folly to incur the 
odium of fuch an attempt, and to expofe the 
nation to fuch a tremendous convulfion with- 
out the moft folemn determination never to 
4 refort 
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refort again to the fyftem of providing for the 
expences of the ilate by public loans. 

The liquidation of an overgrown national 
debt is one of the mofl difficult problems in 
political economy, and in an elementary 
treatife it is impoffible to difcuis the merits 
of the different plans that have been fuggeiled. 
They all require great iacrifices. And as 
neither the cancelling nor the liquidation of 
a national debt can be accompliflied without 
injuftice to one part of the nation or the 
other, it ought firfl to be clearly demonftrated 
that it is the leaft unjuft, before either of the 
meafiires can be recommended. 
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